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February 6, 1975 


Albert Pincus, r.sq. 

2950 Hempstead Turnoike 
bevittown, New York'11756 

‘ -' S - A - V- ro to Factory Lir.i^n 

Bear Mr. Pincus: 

denied Sartol. 

indictr.cn!: and to suonrece ----naants to uisniss the 

-tion to inspect grand :dry"ninStTs 

discovery as^se^fortn in nara?ranh L f nt ' s rec iuest for 
attorney's Affirmation datSd tLSS 7 of his 

furnisning the following answers? ' 197j ' we are 


5. (A) The 


transaction is aliened in A ^2- ° unt ir ‘ Vf, l , *-d in each 
and it is $5.95? * °“ Cn COuilt of the indictment 


(b) 


Rockville Centre, New York Post Office. 

the indictment. The time of :n each count of 

place of mailing would be the I -23 unKnown an d the 

Post Office. ° the R °okville Centre, New York 

mail are availibl^fo^fn^ 1 !, transmitte d through the 
United States Attorney. inspection at the office of the 

card accounts of Foto^^ctorv" 1 ?? 6 • ^ merchan t credit 

Bank of North America f o? the National 

Chase Manhattan Dank. ational City Bank and the 
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Albert Pincus, Esq. /2/ February 6, 1975 

(F) Photocopies and originals of some of 
the creait card sales slips that \rcre received by the 
respective banks from i'oto Factory Limiter in the poss¬ 
ession of tne Feueral Government are available for 
inspection and reproduction at the office of the United 
States Attorney. 

6. hone. 

7. hone. 

numerous comlaints of victims of the scheme 
alleged in the indictment arc in the possession of the 
Government and are available for inspection at the office 
of the United States Attorney. 


Very truly your3, 

DAVID G. TRACE P. 

United States Attorney 


By: 


} arold J. FricJ T an 

Assistant U. S. Attorney 


cc: Robert Rivers, Esq. 

287 Post Avenue 
Westbury, New York 11590 
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UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF NEW YORK 

-X 

UNITED STATES OF AMERICA, 

Plaintiff. 

- against - 

STEPHEN LENT and DOMINICK SEMINARA, 
Defendants. 


74 CR 765 


-X 


United States Courthouse 
Brooklyn, New York 

January 31, 1975 
9130 A.M. 


Before : 

HON. JOHN R. BARTELS, U. S. D. J., Sr. 


ILENE GINSBERG 
OFFICIAL COURT REPORTER 
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DAVID G. TRAGER. O.S. A TTY. 
BY: HAROLD FRIEDMAN* AUSA 
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THE CLERK: Criminal motion, U.S.A. v* Stephen 

Lent and Dominick Seminara. 

MR. FRIEDMAN: I don‘t see anyone in the court¬ 
room for the defenaants. 

THE COURT: Have you given these gentlemen 

everything they wish? 

I wish the record to show that I have examined 
the motions made by Dominick Seminara to dismiss the 
indictment on the ground that the indictment is vague, 
uncertain, inadequate and secondly, that the Grand 
jury improperly considered evidence seised illegally 
by the United States and that the prosecution under 
this indictment would expose the defendant to double 
jeopardy. 

The defendant Stephen Lent moves for an order 
to inspect the Grand Jury proceedings in order to 
ascertain whether or not there was sufficient evidence 
to establish a true billi for a bill of particulars; 
copies of all statements made by Lent to the Govern— 
ment; the production of exculpatory information and 
evidence illegally seized. 

What do you have to aay as to that motion? 
Let's take up Dominick Seminara first, 

I don't know if I need to proceed any further 
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because I have read the indictment and I can deny 
the motion on that ground. 

What do you say, Mr. Friedman, of the allege* 
tions of the Grand Jury improperly considering evidence 
illegally seized by the United States? 

MR. FRIEDMAN: The Postal Inspector submitted 
an affida/it that he is not aware of the Government 
seizing any property from the defendant. 

THE COURT: Do you think he is confused with 
an action in the state court? 

Any way, you deny categorically that there was 
such seizure? 

MR. FRIEDMAN: Yes, and also, under Calandra it 
was held that the exclusionary rule does not apply to 
Grand Jury proceedings. 

THE COURT: What about the charge of double 
jeopardy? 

MR. FRIEDMAN: This Court, in U.S. v. wapnick 
held the contrary and the defendant had three cracks 
at it before the United States Supreme Court and re¬ 
hearings as well as cert, was denied— the defendant 
in the Wapnick case. 

THE COURT: All right. 


Lent moves fcx an order to inspect the Grand 
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MR. FRIEDMAN: I did, sir. 

THE COURT: Count one has fifty counts. 

MR. FRIED.'AN: It is a fifty count indictment# 
yes, your Honor. 

THE COURT: I don't know what he means by the 
statement H it is vague." 

He ins asked for a bill of particulars and you 
will give him that. 

MR. FRIEDMAN: Yes sir. 

The point I was addressing myself to was, that 
the defendant Seminara claimed that the ind .tment 
did not state a violation of the Mail Fraud Statute 
because the allegations regarding the written state- 
mants being sent out was not material to the scheme. 

THE COURT: You mean the money back guarantee? 

MR. FRIEDMAN: Yes — as alleged in paragraphs 
five and six of the indictment. 

THE COURT: Yes. 

(pause) 

THE COURT: You say that he says it is vague? 
What is your point? It seems clear to me. I denied 
the motion. If you keep arguing I will grant it. 

MR. FRIEDMAN: No. 

THE COURT: I don't underrtand you. 
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MR. FRIEDMAN: Thank you, your Honor. 

THE COURT: I went over it and told you I 
denied it and you come back ar.d say "I think you are 
wrong. You better grant the motion." 

MR. FRIEDMAN: I just wanted to make sure that 
you denied the motion in every respect. 

THE COURT: I denied it in every respect, all 
respects. 

He asked for the indictment to be dismissed and 
I denied the motion. I don't have to particularize. 

It is a little difficult to give you a favorable 
decision, isn't it? 

(Recess taken) 

(After recess) 

(Whereupon Robert Rivers, Esquire entered 
the courtroom.) 

THE COURT: You are too late, Mr. Rivers. 

Your motion is decided. I did grant portions of it as 
to the bill of particulars and statements made by the 
defendants. 

The other motions were not supported by law and 


there are a number of cases on it. 

There is no double jeopardy here. I have decide 
that a number of times and it has ^pne up to the Supreme 
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Court. 

The indictment is not vague so if you were here 
you would not have done much hotter, or any better. 
Anyway, it is over with. I am sorry Mr. Rivers but I 
don't think you lost anything. 

MR. RIVERS: I think perhaps if I were here I 
would have made a point. 

THE COURT: You know, when I get on the bench 
I have already gone over the case carefully so you woul 
not have helped very much, I'm sure. 

Well, that's tho way it is. 


* 


* 


* 


* 
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having £ir::t boor; duly nworn, upon being c::n aik-c, tentm-icu 

as iollc-.:S: 

.. .... « /«.,.«• /“I V> r • 

r“V.!*’V.’1‘TC‘i Hi • • >. J_g •• y - • • * -•_ • *• -_d;.: s 

!»•> rQn-* IV. be. 1 r *? th‘ 

» • i • * / •» *- ** V _ ___ 

4 

hearing vas c.-ulec 


eday purr■icr.u 

to .. no tree 

i .r • 1 — i.• - ■ • 

;j tV.O C-i yet. 

i'oto factory. 

and it’s in 


order to give you an opportunity to *** ov cc,u -- 
to the Attorney General why procecdir.gr> or 
actions thou Id not bo comvonccd again:- 1 you, to 
prohibit certain business pract-tua. bov/, I 
understand that you have an att rnco , f • '- c 


r •- 

JU. 


0 would you f^rat tell us vhy Mr. Golloser to r/>~ 
uorc and tv, ether ycu had discussed with hi-'. i ™r nppcararce 

here today? f 

A llr. Solledor is tied up in a trial today end 

advised us to put cif the meeting until such tir.e that he would 

bo able to accompany us, and I toid him that I didn't agree, 

that I would rather cc:r.e here and straighten out the problem 
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and norc or loss give the Attorney General's Office so.:.c insagut 
as to v;hat. we arc planning to do, •./hat wo arc doing and what 
is happening to it, the company. He: apologizes and that 1 s rv.. 

t 

Q So he knows that you are h.crc today and he adve: 
ycu to postpone the hearing, is that correct? 

A P.ight. 

o You are here of your own das ire to explain those:, 
natters to the /attorney Conoral's Office? 

A Yes. Moreover, before vc got r.otrce cf th'- a as.is. 

i 

r 

that vc ware to appear, Mr. Soiicdor called you Thursday of 
last week to tell you thau he had wanted to cone up here either 
or. Friday, and at chat point you hip th-t y^U w^f’* 

to M'.c-t ’with Jir. P.ubin (?hcr.cticr) an.' he called hr. k'v\.ir. r.- 
Ilr. Iiubin told bin that a notice was being nc.nt to us, that 
v.*u were going to appear on Wednesday . So in .act he had tu-e 
.swre • nthority - 

0 All right. How, before I ask r.y geest ions, we* 
you any statement that ycu would like to . .d.o eonc-Vitj > 

Poto rectory that facets the purposes of. this hearing? 

A Yes. First of all I would like to go back to 

the tine that Foto Factory began its business. It was 
approximately a year and a half ago. Its original intent and 
concept was to sell film and processing by nail or by tele¬ 
phone. A great deal of advertising expense was put into 
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tho program and through the efforts of four partners, wo wore 
able to conduct a pretty normal business for about a year or 
14 months. At the beginning of 1973 we recognized a problem 
of being able to conduct the business on a level plane, that 

the problem that he had incurred-what was happening was 

that we were getting orders from all over the country and 
it v?as very difficult to serve the public as we had intended 
to do. During the middle of 1973 the company began to have 
financial trouble, in that we could not meet some of the 


obligations, and therefore, vc discussed, the four of us » 

dj ncensc-i the facts that two of the partners v:cuid have to 

1c avc the company with the hopes that tuc other two night 

carry tho company out of the financial difficulties, *'cto 

factory r.:r* into further problemat t.»e^,, ■ — 

Sc.pfcu. ioor we ran an introductory offer for rc-o I .'c Lory mails:.:., 

and they were offered a $2".10 value which was sc.ng aold *.oc 

S9.99. V’o advertised in the. media? in the newspapers ana 

- 

pet a coed response from it. As wo got craors v - o utili-c.c. 
a service computer :o fh..t >:r LiYJ ".r l -’ lr rr.poui nc tho 

order s as fast as pos sible. In tho course of this, the tc.puh 
that we had of the names and addresses of people that wore on 
cur original records and who had done bu.sinesa with us originally 
became mixed with our current orders, as well as the introductory 
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offer which was being offered. 


trrvi lt A 


I‘Q (levs. Wo era 


in the process no;: of trying to straighten o;it the problem 
as beet vo know. k'c have sat down v:ith the Federal Trade t 

Commission/ we have sat dcv:n with the District Attorney, 

Backet Dguad of Long Island, we had tried to get in touch with 
the Nassau County Consumer Affairs bivision, and we tried to 
meet with them, and they refused, he were invited to the 
Aasr.au County Consumer Affairs Department by the First National 

f 

City Lank who is affected by the nix up, and when v« arrived r 
at the Consumer /affairs Division, we v;ore told that they would 
not see us, saying that it would be irregular to meet with us 
.and the bar.’:. tic arc hero today to explain this problem and 
to toil you how we plan to get out of the trouble uecause of non- 
ship.nont of goods and to straighten out the introductory 
offer mix up and to further explain that Foto Factory is no 
longer in the business of selling and processing, th=s1 Foto 
Factory is in the business of processing oily, not raking any 
offers for film and processing. It’s not accepting any more 

•rf 

•> 

orders ty telephone. We are not utilizing Master Charge or 
BankAmericard any more. At this point wo arc gearing up 
to straighten out the problems. I had ny computer service give 


ny a listing of all the people, about 10,000 or 11,000 people 
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affccted by the mix up, and cone of the people should have 
received ocher uerchand.tr c such no iris’. and processing. Sc .o 
of the people alien.Id hove received the introductory offer. 

♦ 

£o:r.c of the people should not have received anything. A letter 
was drafted by nycclf to be sent to everyone of those people 
after 1 was able to zero in or. the nr.nus of the people that 
ware affected, this lott r v;aa further corrected by llr. 

Xrnks (Phonetics) of the li.-ticwal Sank of north 7.morica. 

The letter read., as follows: "Dear Customer: Recently you ... 

V 

t 

nay have received a "special introductory offer'* of prepaid 
film-processing envelopes valued at $22.10, which would co3t 

% 

you $9.95. We have discovered an error in our computer print¬ 
out since mailing the offer to you. As a result of that error, 
the offer was incorrectly mailed to some customers who had not 
requested .it, and charges were processed to their r.astor Charge 
or EankAsiorrcord accounts. If you were unr.b.le to use these 
items, we would appreciate the return of the merchandise. 

•j on i*ccci* u o i i.hij yoiii* J.nt rir./ ./j 

tliO^c inodvorcently charged wo will issue a crc«lrt to your 
account. However, if you are waiting for a film order or 
processed pictures, please specify at the bottom of this letter. 
Plcaso list below your name, address and credit card account 
numbor in the spaco provided below. A self addressed envelope 
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is enclosed for your convenience. Very truly yourG, Foto 

Fac Lory." 

1Z\. R02r.nT3 : This letter that 
you just read v'hich in dated November 12, 1973, 
I would like to mark it as Seminars Hxhibit 1. 

(Document received and marked 


as Scnir.axa F:;hinit 1) 


A (Continuing) ba ring the month of >temb er, 

Mi ck Lent end r.iyr.olf i.:mc a rrange* »enta to buy out N'icr. Mascar«> 

(Phoneticn) un^ ^Gtephun Lent in the hopes of trying to orgmi 

the company with limited-the reason why v/e bought tnom out 

was to reduce the company's overhead as well an make it easier 
for the company to be able to reach a decision or decisions 
to solve whatever problems that the company wan faced with. 

Mike and rr.ycolf recently injected the company with rcr.ie 
capital. An I said before, we sat dev/n with Mr. Prcsti of the 
Federal Trade Cotaiiccion and dr. Precti has indicated to r.e 
vhat he recognizes the problems that v/e have and I to id h ?’.»*. that 
I have v/ritten to hin and I'm going to work \/ith him and his 
agency as well as all the agencies to straighvc.n out the 
problem, and in the long run keep the consumers' interest 
in mind. I have a limited amount of capital anc. so decs Mike. 

We plan to do some work with the company as best as possible and 


M* 
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process tho pictures of the people and try and get out whatever 

orders ere left end to refund p *eplo r.onoy as we are 
financially able. To do it will take some tire, but I hope 
in the long run we will bo able to save the company cs well ao 
straighten out the problems with the cons users. I would like 
to real a letter that vug aJirossed to no on Kovember 12 from 
the Federal Trade Ccttuscion. The letter reads an follows: 
"Dear for. for’,Inara: Unclosed you will find copies of cor.c of 
the complaints this office has received relative to failure to 

i 

o'liver l urchandiso or failure to take refunds si*beequcnt * 
to non-delivery of rcrch.ndir.e, by Foto Factory. Enclosed 
a.’.o .vlr.o five oce.plu.intn regarding delivery of unordered 
r.erc’-ar.dice. Eeri.m; our rooting c f. Kov.iabcr 0, 1573, you 
indicated a willingness by Foto Factory to correct all 
complaints and that the company was actively doiiig so. It is 
thore/oi e requested that you forward to no a letter outlining 
what action has been taken in the above individual cases, 
v/hat action hat end will be taken relative to the unordcrod 
:.iC-rcJjuntilsituation i.r.U what action has and will be taken 
to satisfy all other customer complaints received by Foto 
Factory. It is hoped that this information can be received 
at the earliest. In addition, it is our intention to advise 
you of other complaints received by or referred to this office 


* 4 « 


v/ith what is hoped to be as equally satisfactory results as 

that expected from the above. Thunk you for your continued 
cooperation in this Matter. Very truly your.;, Angelo Presti, 


Consumer Protection Specialist." 


That letter is tinted boverber 12, 10 73, correct? 


Yes. 


PC. RCLdfTS: V.’culd you please 


nark tiiic letter (ImL.cati.nq) to Dcninick 
Seminnra ?ro.u Ar.gelo Preeti of the Pedcrnl Trad:: 
Commission as beninara Exhibit 2. 

(Document received end marked 
as Seminara Exhibit 2) 

A (Continuing) After rccoivingthis letter from 

:'.r. Presti, I proceeded to straighten out the cor.^laints that 
were enclosed and I answered in letter form w hat I planne d 
do as ^resident of the company to straighten out the 


problems that have been riddling roto rectory, i don't have a 
copy of that letter, and lastly I would like to express new 
that I have been present before the Attorney Conor el' s Office, 
that I an always in complete cooperation in willing to straighten- 
out any problems which have cone before the Attorney Cencrai'c 


Office. 


All right. Thank you Hr. Seminara. There are a lot cf 
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things I would like to go over with you to sort of get R n idea 
of the scope of tho prokltvin that free you. First of all, 
in terras cf tho growth that your cor'any has had since you 

r 

vcre last in our office, would you rive us seme idea of the c.lzz- 
cf. the business and the amount of business ycu have been do ini, . 
and secondly, to cot sere idee of the number of prcbleriE, the 
amount of money involved in solving the r.c problem, so that 
v<? can cot sene idea of just what tie difficulty of the 
problems facing you is. rev, can you tell r.c just in term of 

9 

t 

gross salon, for r-::a: pie, what the development cf the company 
hrc been since January', 1073, which was when you were here 
last? What were the sales then and that ha pruned to then since? 

A I would be eucscina at the figures. In January, 

1073 we were in the area of about a half-million to three 
quarters of a million dollars . That was in January, 1973. 

During the spring of 1973 vo started to have a decline of 
business. We stopped advertislay in certain areas. As of 
right new, I would say there ere lees than 19 orders cf fllr. 
j» 4 d vrccesrj r<~ coming ir. a we ek. The company was shipping ’’hat 
they were able *.o ship and they were also skipping beck orders 
and advising t customer that we are r.o longer in tk.e business 
of selling film and processing. 

y 

C Do you have any idea of what your sales since 
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January have been, am approximate figure? 
A To what period? 


n To today/ the riddle of lloveiubcr? 

A v?e did for the year, June 30, 1572 to Juno 30/ 1573* 
vc did a million and a half dollar:? in business. Since June 
I would .-'.ay vc- did roughly four hundred thousand dollars worth 
of business, June to, let’:: soy Ccpi'rrl'cr 30, Since wo dis¬ 
continued all teluphG.-e orders, we pulled out- our phones since 
vc discontinued all charge orders, Ulster Charge, bankAnoricatd, 

m • i 

American Express and Diner's Club, vhich represented 00 per • 
cent of our busine33. There is no business to speak of right 

nov/, and we are not looking further to pursue it. 

Q All right, how, with respect to the complaints 
that you had regarding non-shipment of cameras, are any of 
then still open or have all of then been refunded? 

A There nay be. some open for people who are duo 

refunds. 


Q How do you know which ones and which onc3 have 
beer* finished? 

A I cua in tho process of compiling that information. 
It doesn't involve much money. For all unshipped camera orders, 

it's-I don't think that it's more than $3,000 worth of 

orders. 

Q Do you have a camera inventory at thi3 point? 
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A No. 

Q Are you chipping any? 

A NO. 

q 3o that all of the unshipped 

cash refunds? 

A hopefully. 

MR. LH.T: Th 
typo that Mr. Roberts talked 
wound down to one particular 
because if oth'»r r.cdcis tea 
did fceco-.ic available and tlw 

* by the records. The one tin 

to is Model CO of the Kodak 
MR. SMMIirAr.V 
I was going to refund the c- 
the inventory of cameras, wi 
problem, whet I am planning 
letter to the cur.terrors reg 
send mo back a letter in a 
which I will provide saying 
the camera, and I will send 
want the refund, I will sen 
Q Now, this figure of 03,000, 


i 
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that? 

A It's a guess, strictly a guess. I spo.-ie to the 

girl who handles r,y sendee department and tho last uir.;o I 
looked there wore approximately SO to 7 0 corr.plarr.ts in the 
file regarding cameras. 

o Docs she hive a separate bunch of files having to 
do wita cameras, complaints for cameras? Are they kept 
separate from her otner complaints? 

A No, they are not separate. ... 

/ 

, C 

Q Do you have a large file cabinet filled wrtu 
unfilled orders? 

A Old orders that v;ere filled, orders that had Lean 
filled, including camera orders, film orders, processing 
orders and now the sane girl in handling processing problems 
when originally I had the service department strictly for thee 

department- 

Q That girl is Donna Scuoteguazza? 

A Yco. 

(j Kov, she is in charge of the day to day aanulrr. 


of H ,f servicc_cc.. o l aints , is t ha t_ correct? 

lx No, I'm in charge of that., & ^ 

Q 
A 


And she works with you in that? 
Right. 


ycj 



Q 


Do you know how many unfilled orders there are 


in total? 

A Unfilled orders in the filo and processing orders 
total in the dollar amount of appro..irately $20,000 to 
$25,000, and I an in the process now of negotiating with a 
film company to ship me half that amount so that I con fill 
those particular orders. 

Q When you say 'thip' what does this mean with 
reference to the processing and sending out of the film? Do #i „ 

r 

r 

you plan to honor your- 

A We plan to honor the processing. V. 7 e plan to 
notify people and find out if they want refunds. Prom the 
indications of the complaints, frem the overall picture, we 
plan to fill the orders with film that will be sold to me by 
this company that we are negotiating with. They are selling 
us $10, COO worth of film and v>e will then be able to fill 
approximately $15, OOO'-'crirh of orders. 

Q What company is that? 

A Fuji Photo. As a matter of fact in a conversation 

* 

with lir. Carlos Chapman yesterday, who is the representative 
of Fuji, I explained the problem I had in filling the orders 
for fiJn and he has indicated to wo that he will work with me 

\ 

in every area, as far as shipping and as far as price in the 
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hope of getting the problem straightened out. 

q will you have to pay hin in cash for the film 

that you purchase? ^ 

A Yes. 

q So that he is then extending credit and he’s 

letting you have ouich delivery of the film? 

A He offered to sell me film because he knows of 

the financial bind, and he's going to soli me the film at a 
rock bottom price and that price has not been arrived at just , 
yet. We are waitingfor the credit manager to get back to ne. 

q Are there unfilled orders in the area of just 

processing alone which have not beun dene for people '-ho sent 
you the film? 

A In this area, in my expertise the lab,you could put 

it in a thimble v/hat we have done at the lab. ..'e had a 
gigantic problem with thousand of rolls of film tnat needed 
top processing. I went out and hired expert people \<ho would 
be working with me in processing the pictures, since our 
laboratory is geared to do only color prints. s of right no.v 
from what was originally 15,000 to 20,000 rolls of film to be 

processed my last count this morning showed that it was down 

to 2,GOO rolls left to be sent out to the consumers. Each 
day I got in approximately 3C0 rolls to be processed. It s 


i 
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no problem as far as the processing laboratory is concerned. 

q Arc you doing the processing no - ..* yourscl.*.? 

7v Yes, in color xurints only. The movie film «-nv» 

slide film which needs tc be processed is done by Minnesota 


V" 


Mining. 

q Where is their office? 

A In Rochester, Mew York. 

q You mail it up there? 

A when an order comes in for jjrcccssing my gari-. . 

f 

have to open up the envelopes and prepare the contents to 
be sent to 3E1 who in turn processes the work and sends it 
back to me. I pay for the work C.O.D. and in turn I send out 

the work to the consumer. 

q How long does that normally take? 

A From the time 3M gets it and send it back, it‘s 

usually 24 to 4G hours. There has been 5,000 to 6,000 roll3 
of Su'-'er 0 film and general movie film as well as slide film 
which Oil processed and was holding at the Railroad hxpress 
Company until such time that they would be able to get paid.*,. 
When we took over the company I had to send them a check in the 
amount of approximately $3,400 and I am still waiting for that 
film to como in. Tho la 3 t conversation was this morning with 
Mr. Herb Snover (Phonetics) who has indicated to us that tho 


I 


V 



/ 
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rain office in Minneapolis has waited for the check to clear 
which X sent them about a wee!', ego, and v/lien that takes piece# 
the railroad E;<r,rcss will release the thousands of rolls that 

# 

■v 

aro lying there to be cent to the consumer. 

Q How nany employees do you have now? 

HR. LL:.*T: About 10. 

Q Mow# you have been raking refunds at what rate? 

How ran/ a week and eo forth? 

A Last week wo refunded in doilr. amount apprcxie.-./r-:ly 

r 

$1,000 to $1,500. 

Q Is that t!.e usual rate? 


»' #. fnL - • 

l%sJ • lav# u**>sh‘. 


n i . ^ » „ . .. a. *. -n ** 

x LuU 1 * i * 14.J *. W * l *!*-^*WV tt/ •> » yj f 


although it's closer to 02,000. There is something else. The 
bank which handles Master Charge, BankAnericard as well as 

American Express-the bank who handled the accounts disputed 

orders which consisted of refunds in the amount-it was 

pretty close to 02,000 a weak and la~>t week it v?as 1 would 

like t.o correct that the dollar a ..aunt vac like 02,000 and not 
the original figure that I previous)y stated. j f 

Q Let's talk first about Master Charge. You do 
have Master Charge facilities at what bank? 

A 7it two banks. One v/as the I’irct national City 
Dank in Rockville Centro and the other was at the Tranklin 




/ 


M 
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National Eank in Rockville Centre. 

Q These are the banks where you had your business 

accounts? 

A Yes. 

Q Her;/, when you got an order in end charged Master 

Charge, v/hat did you do? You goc an order ana it said Master 

Charge. What did you do, rake out a charge slip and send one 
of those clips to one of those tv;o banks? 

A Yes. 

Q And when you got paid in cash or by check, what f 
did you do? Did you put the money into your accounts r.t that 
time in theso banks also? 


A Yes. 

Q When a rotund v/ac race v/ac it issued from your 

checking account at the bank? 

A Relative—- 


q A cash refund? 

A We made cash refunds v:hen a customer paid by c. 
or cash and we made refunds on credit card buying, issuing 
credit to theSrrpeople in the same bank or banks. 


eck 


•tf 

•» 


0 Is that when a refund was due and the customer 
has paid by Master Charge, you would then do the reverse of 
charging and you would issuo a credit? 


v 
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A When the company was financially able. 

Q Where did you have facilities for P**r)‘. 7 ^..»-j.ic.'iie. 

A Chase Manhattan Lrnk in Lake Success and at the 

f 

national Bank of Worth America. 

q Where is that located? 

A Baldwin. 

q And the Franklin rational? 

A Rockville Centre. 

Q wow, doe 3 the company have any bank accounts O'.mr 

I 

f 

than these? 

A The company established some bank accounts in 

Delaware originally and discontinued use of those accounts and 
established- 

q And you discontinued them? 

MR. LIRTT: There is still one 

active one in Delaware. 

Q What bank is that? 

MR. LTRTT: Lari’: of Delaware. 

Q v.hcre is that, in Wilmington? . 

A 

MR. LEWTj I think so. 

Q Mow, what fund 3 went into which account? How did 
you divide the funds? Was there any purpose to ic? 

A Originally the retail part of our business was 
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split up serving the mail order part of our business, and 

therefore, the need for two banks for bankAmcricard and the 
need for two banks for barter Charge was necessary. 

Q I see. So that the people who carve into your 
retail store and charged went through which of these accounts? 

A Either this was a bookkeeping transaction-it 

was a question-I don't know. 

MP.. LENT: The retail on charges 
were small and I would say most of thou went 

f 

f 

into the Franklin. There was no set way of what 
went where. It would depend on v.-hat we were 

doing at that tine, the amount of the checks-it 

wasn't s. set thing. Vie had relations with Frankli 
and Chase. 


0 You didn't maintain these accounts for any 
different purposes? You wanted to vuaintain bank relations 
with various bar.ks you put the money into, this depending 
upon just where you thought you ’./anted to keep it? 

MR. LEE?: here or less. There .. 
were not set decisions as far as banks would go. 

Q You previously had other banks connected with 
Master Charge and EankAmcricard? 

A Yes. We had bank relations with Chemical Dank 


A 31 


- 21 - 

which was discontinued when tho vice president of the bank, 

Hr. Knifren 1 and the money was refunded, We felt that 
vo should he le to establish bank relations with other 
banks. 

m 

Q At which sank was Mr. Kn if fen? 

A Chemical Park. 


» 

r 


* 


O Which branch? 

A Rockville Centre. The other bank was bankers 

Trust. We estab 1 is hod tV.es o bank accounts. There was one ... 

9 

t 

near whore wc had Civ original offices in Oceanside at 2477 
Long Coach Road. Then the company moved to V’estbury. When vs 
establish'd a sales office in Westbitry we had now bank 
relations and when wc moved frem W’cstbury to Rockville Centre 


we established new ban]: relations again. 

Q What was the Dank of Delaware account for? 

KR. L11JTi Mainly used as another 
bank because they were looking for business and 
we were looking for other banking relationships. 
Q Did you ever borrow money from them? ^ 

MR. Lh'WTt Wo wore planning to. 


Q Dut you didn't? 

MR. LENT: Ho. 

Q Did you borrow money from any of there banks? 
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KR. LRiCT: Yes. 

’Thich one? 

Franklin. 

How much did you borrow fro:? Franklin? 


When? 


HR. L7.i:T : About $70,000. 


y.R. LF-1T: Over the last six or 


nine months, various times. 

Q How much do you still owe them, approximately? * ' 

r 

A Eoi.where in the neigh;.orhood of $40,000 to $50,COO. 

Q Are they aware of your financial problems? 

? •*> T . \r~. 

t • iJ. #( » i. • * ' • 

Q what did they indicate to you? Did they plan to 
go along and give you further time? . 

A I cat down with Hr. Gelnhancn (Phonetics) yeatcrdaV 
and ho has indicated his willingness to cooperate with us / 

as far as the bank is concerned and vc will be giving him a 
plan in the near future of some form to pay out which the 
company can live with. 

Q How, are you presently doing any advertising? 

A Hone. 

Q Do you plan to? 


33 
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Q How much business do you have coning in currently, 
do you know? 

A I would like to correct an answer. V.'e plan to 
advertise, We do not plan to advertise the concept of celling 
film and processing, but in fact we would like to try and 
establish a business of selling processing only, wherein 
a customer will utilize an envelope which we hope to get into 
their hands via co-op mailings. The customer is directed 

• *• 

on this envelope to unclose the proper amount of money along ‘ 
with :>ostagc and their filn. When v/e receive their film v/c 
will develop it and send the customer back completed pictures c 

movie filn. We also plan route stores. This is terminology- 

this is a store that is in the processing business. There 
arc camera stores nrd film stores that have indicated to us 
that they would like to do business with us in giving us their 
work which is highly profitable to us. 

Q Can you give us an estimate of how much cash 
you are receiving right now, per week? 

* •H* 

A From where? 

Q Any customers at all? 

A We aro doing now approximately $1,000 a week in 
processing orders only. 

Q Is this money that is being sent to you by 
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custoncrs? 

A They rend in for processing with money and we 
send the film back. 

q This is not prepaid processing since-where the 

customer has already paid. You are getting in $1,000 of new 
money with film for ixroccssing only? 

A Yes. We are getting some orders in on film 
with processing orders roughly in the area of about 10 to 20 
orders a week. V.’e fill them irjrr.cdiatcl”. We are accepting 

m • * 

orders; however, v;e arc not sending the customer back the • 
reorder form as we did in the past. We are sending them a 
letter advising them that Toto Factory is no longer in the 
business of selling film with processing. 

Q V.'ero you unable to fill the orders? Are you 
actually mailing the check and the order to the customer? 

A Yes. All charge orders that come in arc auto¬ 
matically sent back with a letter advising people that we are 
no longer in the business of filling orders for film with 
processing. 

Q When you say "automatically" how is that handled? 

A A letter will come in iron a customer requesting 

an order for film, with processing and they want us to charge 
it to liankAmcricard or 2-Jaster Charge accounts and wo would 



siiriply put it into an envelope with a form letter advising 
the customer as such. 

Q Do you have a copy of that fom letter? 

A No. I can send it in. 

Q VUll you send us a copy? 

A Yes. 

Q IJcv/, when cash orders or when a check comas in, . 
how are those processed? 


A An order co. .cs in and the girl that opens the ... 

r 

mil checks with me A3 to the inventory of film, if v;e nave 
film in stock. If I tell her the order can be shipped, she 
immediately turns it ever to the other fellow who v».Hts 
days and then ships the order. The reason for the v;ait is 
that we want the check to clear in the customer's ban}.. 


Q How, you say that you and Mr. Michael ^.ont have 
recently invested additional capital in the company. Can you 


tell me how much you inve3tcu? 

A Almost ?25,0C0. 

0 Between the both of you? 

A Combined. 

Q When was that money put in? 

A Within the last 30 days. 

And was actually put in, in the form of your 


Q 
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personal check payable to the company and d 
company's account? 

A Yes. 

Q Do you have any idea of the to 

owed by Foto ractory at this tine? 

A In what circa, accounts payable 

Q All debts for Foto Factory? 

A I would say in the area of acc 

company is indebted fer approximately three 
dollars. 


(thereupon, at 
G. Syder relieved J. Uudich a: 
reporter, and the hearing con - 
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(VJhereuron, at this tire, Glennie Sydor 
relieved Julius Rudich on the Hearing Reporter 
and the hearing continued as follows:) 

IJXAT!I MATION ’T-. P.O? ~?.TC 

0 Before I forf.et, I want to ask you two 

questions about Mr. Mascara and Stephen Lent. ’.'Hiere 

does Mr. Mascara live? 

A Me lives on Scan in Rockville Centre. I 
don't know the exact number. And Mr. Lent lives in 
Cold Spring harbor. 

0 All ri^ht, now, while we were v;nitinn fov 
the change in Hearing Reporters, Mr. Lent, you broke 
down the list of approximately thr eat hundred thous and 
do'Jfl a'r s'' in”""debts , approximately as follows: ’’ill you 
confirm this amain, please. You stated that you owed 
your advertising company, Forbes, approximately a 
hundred thousand dollars. v ou owe Minnesota Mininp 
and Manufacturing approximately seventy-rive thousand 
dollars. You owe Fu^i Ph.oto Film six.y tnousand 
dollars approximately. You owe the Franklin Lational 
Bank approximately forty thousand dollars which accounts 
for two hundred seventy-five thousand dollars. You 
also indicated that you owed approximately twentv to 
twenty-five thousand dollars in unfilled orders for 







9 



film with processing .ind about three thousand for 
cameras, how, is there anythin* that you would liko 


to add to that list? 


A There is an undetermined amount 
that will he due to customers relative to 
of our computer tapes which will honefullv 
out according to the bank's. 


of refunds 
:he nixup 
*et straightened 


0 Now, you were also mentioning that you had 
some assets in the firm in addition to the machinery 
and equipment, namelv a ter. year lease at the premises 


240 Maple Avenue and that vou were in the process or tryanp 
to rent the whole up^er floor which has oiphtv-five 
square feet of rentable Brace, is that correct? 

A That's correct, 

o Do vou have any ether assets? 


A The other assets that we have are in the 
names that are owned bv Foto Factory, the names and 
addresses of people who do business with us by name. 
For X amount of dollars, normally, we pet rouphlv 
ten dollars a thousand. So we have been told bv these 
brokers that we are able to generate in ridin* from 
fifty to a hundred thousand a vear just from renting 

our list. 



Q VJho is your accountant? 


A Mr. Mover Sclnilnan. 

Q '.'here is he located? 

A north Park Avenue in Pockville Centre, I 
think it’s 64. 

0 ’.There ere the books and records of the account 
that the company j. aintains? 

A At our office. 

Q Mr. Schulr.ian visits your office periodically 

to work on ther.? 

A Yes. 

Q You also mentioned before that a Mr. John 
Amato, doing business as John-John's Group at 500 
Old Court Road, Mineola, was another advertising 
company which you used, is that correct? 

A Yes. 

C About what percent of your advertising 

business did Mr. Amato absorb? 

A Previous to our relationship with Mr. 

3 

Brinker at Forbes Advertising, it was a hundred percent. 
After our relationship with Mr. Drinker of Forbes 
Advertising, it v/enx down to approximately ten percent. 

Q Do you have any idea what your total assets 
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A At this point, no, I don't. We are basically 

interested in otraiphtenir.,: out the consumer problem so 
that once that problem. is straightened out, I will look 
at the other side of the coin and find out who I ov;e 
money to and all of the people I do business with said 
that they are willing to work with it. a on that basic. 

Q how, you mentioned tnat i-p- "tv: d ur computers 

which occurred around September led to some ten or 
eleven thousand people be inn charged for a mailing of 
mailers. Did I understand vou correctly? 


A The introductory. 


K-nff-red to the 


public. 


Q Let ne p.o hack and see if we can understand 
exactly what happened, Now, was it your intention 
to send an introductory o^fer to a list of potential 


purchasers? 

A No. 

0 What was yo ur intent ie -n? 

A We didn't solicit the public with an 

introductory offer. We solicited for business by 
us in." the radio and by us inf, the newspapers. When 


orders V7e.ce 


in and when 


came in by nail. 


these orders were nixed in with people who did business 
with us in the past. 
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MR. LENT: There was a specific 
pronotion on naHir^. 

Q Now, I show you a piece of paper and ask 
you if you recognize it? 

A Yes. 

Q Now, this piece of paper reads as follows: 

"Enclosed is your assortment of prepaid Foto 
Factory Mailers. One for 12 exposure color 
filn end one for 20 exposure elide filr. or 
Super 6 Movie Film. 

"VThen vou arc reaev to develop your filn, sir.nly 
fill out vour nano and address and enclose i 

filra. - SENT) NOJMEjEY - These are prepaid nailers. 

"V?e are certain you will en^oy dealing direct 
with Toto Factory. 

''Be sure not to destroy these nailers. They 
are worth $22.10. 

MONEY__ _BACK_ nUAR AfITEE '' 

Q To whom vms this sent? 

A This was sent to a list of people we had 
thought at the tine had re<iuestcd then. 

MR. R03ERTS: Mark thi3 as Seminara 

jr 

Exhibit 3, please. 

(The above docunent was so received and 
so marked.) 

0 Now, this list of persons who wer sw se 
to n e t this, were they picked by you: how were they chosen? 
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A These were people who ordered this. We 
received orders in the mail end we raocivea Orders on 
the phone, end that 1 s how we kr.ow. 

Q Did you send orders for your special introductory * 

order? 

A Yes. 

Q Where ware the advertisements placed? 

A By radio and by newspapers. 

0 Where on the radio. I-’ew York City stations? 

• * 4 

A Lor^jaehrr-^ow.^and wc also ran it out • 
jn ..the midwest^_ 

Q T hose ads worn placed, by-I^r-.—Drinker' s firm? 

A Yes. 

Q In what month did Lhese ads appear? 

A In September and October. 

Q how, they also appeared in newspapers? 

A Yes. 

Q Which newspapers in the New York area? 

A L onr, Island Press, Newark Star Le dger, I can 
get you that list. 

Q Did they appear in other papers in the New 
York City area? 

A I don't think it was in any other naper, it 
mipht have been in the Daily .lews. 


Q 


Up state? 

I an not sure. 
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0 Approximately hoi; many sponsors did you ^et 
from these advertisements? 

A This is where the problem comes in. ’’hen 
the sponsors cane in we turned them over to the service 
bureau v:hc in turned n avc us a print-out of their names 
and addresses. And what v;e did yac pin point those 
people who were affected by it. The number of people 
on the list v;c don’t know. So therefore, we sent 
letters which we originally brought to you, to everybody. 

0 There was a specific renly, responses from 
the consumers, and you prepared a list?. 


A Yes. 

Q What did you do firstly to these responses? 
A We wrote then up on a sheet. 

Q The rirls on the phone, when they sot a 


response, they would take down the orders on the form? 


up, 


A Yes. . . 

V 

0 Who would they hand it to? 

A To me, to Mike. 

Q Would you sit down and prepare a sheet on it? 

A The order was taken in and they were written 

and they were put together, and then it was sent up 


\ 

\ 
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arid we pot Dotters. 



Q And is the n.-r.c of the other firm? 

A Harbor Ccp.vyter. Alpha PD.aza, Gcorpe Smith, 
0 Kov:, phi.r. ''ou would prepare these lonp 
list of customers with a specoe] intrcc.uctry offer, 
viould you mail then over to one of these tv;o firms? 


A Or they would pick then up. 

0 Were there any other lists that were also 


sent to these firms? 

A TT 1 ase irn s . nalntnin ed a ll of our_lists 

and tapes. 

Q When they yet your names, what do they do? 
Do they put them into computers so that the list would 
be run off from the computer any tine you wished? 


A 




c So those two Cliur. will hoVe a Utt of your 

customers . people who you ha<Jwith.^l ov, which 

.. _ _-.--i v~..„ -, nc j which list die? liarho 


Cenouter 1. tM':: __ 


A. There is no way oi Lolling, 


Q jiovr, you sent the j.'. r-i uvm- to these cv:o 
companies, did you break then‘down in any way, or- did 
t.ou just trie hall of then arid, send it to onc^firn and 


\.nat were 


e lists tlu 


Ideally, whs.. did harden was that we sen t r,an:r. over- to 
then to keypunch. Tney pave back the keypunch card 
which they were goinfl to write the order fron. And 
evidently, because of the volunno, they sent the key 
card back to then. If looks like the problem occurred 


whe n wen 


•4-v n y r u'l'.li 




Q They took the names and addresses and other 
information and punched then on a keypunch. 

A That' s r.omul. 

f, how, in this case, did both ci these firms 








1 


A 46 

_ *t 't *•- 


I 


■•*Vi b-'C./C 


tr.o ):o.Vj.'i:'.ch card to you? 

;:n. LiyiT: V.t I don't know at tnxu 


time 


0 

A 

0 


Did on* of then send it back to you? 

Mil. 1.;:::?: Probably Dinavy. 
tTiat coco any koyp-"ich cord have on ix? 

Addresses and luycard nur..br *•. 

How, the/ do prccc.s the order in a certain v?ay so 
tact when they s nd the card hock to you, you were then ' ' 

« a position to actually send out the merchandise. . 

HR. LOT: ’ P-i-f'.ht. 

q So the only purpose in ser.aiu.'j it over to 

Binary o Harbor •. to add this lest to the Ot.iers. 

A That’s our purpose and to neks sura everythin" 

vas to he delivered vihun it was suppose to be. 

0 Was t .eiCJ a co h- for, the promotion ory^,f.thi.:.:f 


Cj V'hci* th ' u’j card oac.o bach to you, die* 

somebody in your office si.t dov:n and actually take these. .» 
envelopes and mail them to particular cur toners? 

HR. LENT: That was what was suppose 
to be done. But. evidently because of the 
binding, we cent then Lack and that's where 


the orders and charr.in? went fro;: 


A 
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0 

that v;as 


Who prepared the actual mailing, the 
to be cent out? '.’as that done in your 


stuff 

office? 


A Yes. 

Q Nov;, whax v:as to be done? 

A This is the one that came out. 


(The witness hands Nr. Roberts an envelope.) 

0 Nov;, you handed r.e an envelope which had been * 
returned in the nail to a Nr. Jeffrey Horowitz and inside 
is a copy of the Ser.inara Ihchibit 3 and several little • 

f 

nailers. 


(The 

Q 


NR. RODERTS 

S J A.S et - J> r~ r . 

uo .* - 

above .dccur.cnts 
Nov;, v:ho in your 


i i 


Can I have then all 

~ r .v. .* v • !• p r\ r* 

4A .jAli X C ^ h i Ji> < v 


v;ere so received and so narked.) 
■ office pi'cpurestha envelopes 


ar.d stuffather.? 




The nar.fi 


of the person is Fred Schroder. 


Q Now, how nany of these has he prepared, 

chose nailers? 

A About ten or eleven thousand. 

Q ."e , fhp’j 

P tf a - 


A 

co2x 


From the ccr.putcr or fron the 



Bard; Anericard 


0 


Now, when you p;ot back the key punch ca 
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you nay 1 .hat you sent thc-r. ) ok to either Binary or 
Harbor j.r, that correct? 

A Yes. 

0 \/hr.t t.’c-rc they mt/pose to do whexi th.cy get 

then back this, tine? 

LHM7: Give us a list. 

q Typed or. what? 

!tR. LE'.IV: Printed-out. 

Q And d: : d you receive a list fror. then/ 

• • < 

nix. LZk’T: Yes. ? 

q vJhat did you do with the list after you received 

the::.? Did you use the list for sene purjjosc? 

A V.’c lined the lint lor the typin g of the Bank 

Am eric.''.rtf ar.d Master card chargee. 


(Ylhcrcupon, et this tine, Glennie Syder was 
relieved by Sheldon VJollcr, and the hearing 
continued.) 
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(Whereupon at this tire, Sheldon V.'oller relieved Gler.nis 
Syaer as the hearing Reporter and the hearing continued 
as follows:) 

r .V*«rTV'HT- Tj'* f'Ti T f • T" T-* f C. • 

Q When you received the list tack from your 
two computer companies, did somebody inthe office sit down 
and type address stickers? 

MR. LEh'T: Yes. 

0 V.'hc did that? 

MR. SEMEMARA: Mobody in particular. 

Q You nave several girls v;ho do that? 

MR. SEMENARA: At that time yes, there were. 

Q When they typed the address sticker on, did they 
type it as a carbon with the original on the charge? 

MR. they probably typed it right 

on the charge. 

q So, in otiier words, the typisthad a Master Charge or 

bank Ar.v.-ricard and typed out the order and with the use of a 

carbon piper or something li ke that, an address sti cker was 

made ana affixed to an envelope, is that cor rect? 

' '■* 

MR. SEME MARA: Yes. 

Q I show you a Master Charge charge for $9.95, dated 
September 21, 1973, to a Donald A. Duffe, Jr., and ask ; u 


if this is the type of Mast, r Charge sticker that was prepared? 
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MR. LENT: Yes. 

Q And similar stickers were prepared f 

KR. LENT: Yes. 

Q And they all were for $5.S5? 

MR. LENT: Yes. 

KR. ROBERTS: Can 1 have this m 
five—Semenara exhibit five. 
(Whereupon at this tire, the above r 
document was so received and so mark 

Q have you been able to determine how 
were sent out, these Srroenara exhibit five char 

MR. LENT: Approximately ten tc 

Q The list that was used by the people 
typing out the charges and the address stickers 
compared that with the list of charges that you 
gotten to see whether they are the same? 

KR. LENT: Yes. Some of th* 1 ch 
gotten back, 

Q Was the list that was used to prepar 
stickers and the charges the list you got back 

Habror? 

MR. LENT: Yes. 

0 Would you please explain t me where 
mix-up occurred, now that you've explained the 
how ths operation worked? 


r 
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KR. SEfZi.'APJi: W’a're really not sure. We 
caught the error after a period of time, just 
based on the complaints. We've also sent out 
nailers to a lot of people that were never charged 
because we stopped it when we found out what the 
error was. 

Q Let me see if 1 understand that. You already 
sent it out to ton or eleven thousand people? 

MR. SEMENARA: No. He's talking that ten or 
eleven thousand people were involved on the list. 
Ten or eleven thousand people were shipped the 


merchandise. The nurr ber^of peopl e charced--\ve 
don't know at this point. 


Q ^^ri^^you^^^ke^ charge sl ip out at the sane tine 
you :rnde tnc mailing? 

MR. SEMENARA: No. The mailings and shipping 
was made in bulk. 


MR. LENT: T here were sore done simultaneou sly 
Wh en we shipped the i introducto ry offers t. - w p 
shi pped then prior to der-oo itlag—anv funds. Then 
wha t happened was, when wo discovered the e rror— 
the roason--thc way ve discovered it. a customer 


came into our store and .said we never ordered this. 


This is what brought it to light, 
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Q Do I understand you correctly, you prepared 
charges and address mailers, stickers, for all ten thousand 
customers and you actually shipped the merchandise to ten 
thousand or eleven thousand customers but didn't send out * 

the charges through to Master Charge or Dank Americard? 

MR. LENT: Right. 

Q Do you know approximately how many actually did go 
through to Bank Americard or Master Charge? 

MR. LENT: About eight to nine thousand. 

9 

Q So then, about eight to nine thousand customers 
actually had a $9.95 charge charged to their credit card 

% 

account? 

MR. LENT: Yes. 

Q Have you been able to identify by name ana address 
the eight to nine thousand customers who received the charge? 

MR. LENT: Yes. 

Q And— 

MR. SE.VENARA: No we haven't, We’ve just been 
able to identify the total people involved. 

0 So you've identified the ten or eleven thousand 
names on the list but you don't know at this point which of 
their, did not actually receive the charges? 

MR. SEMENARA: That's why the lett er went out. 

Q What I don't understand is that the girls whovTar**-^ 

I 

typing the charges and the address sticker working from a list, 

« 

I 





/ 



v: . y runc .j 4 . bach, r he th” n up with other key 

J ;V 1 I) C \ ' . . i' ' < ^ 

i .; a . - r ~ i - ■ ' ■ • ■ '^ ■■ 7 — iiA — 

rn.-i3.ly don't know. 

q i.o-ic any of the people 0:1 the list you got back 
r.nrl ui-v.a, people who had or der ad ncrchsndiecV 

Ii:l. LhKT: Yfcs. 

. ’ s re-iErr.r.ft t • ves . 

I-'dl. LEIiT: It vc.” inir-od in with people vrho 
bought it, people that ordered the nsrehnnaios. 
people th.-t didn't order it rid people that crd-:red 
fj.3m with procot'ring that wasn't shiyj'.n. And then 
there '.’are people vho uid bunj.necs v.'i ah u_> in tl.c 
past rr,d were on the list, a fixture of four different 

things. 

Q I’ava ye-' boe.n i.bU to identify how r-ny of the eight 
thour-oim ixopla vr-: were ch;rgad, approximately, had never ^ 

c>.vdcreu v.*) x jl» pUr.”t-.I*u! lO i.1‘^1 ?• 

IIU. LSUT: Vhi 3 is what I don't know. This 
is why we've neat a letter. 

£ j. rvo V ^ M r - ->r>r\ to J'r. London and Mr. Smith , vho 

v.wf!; in.::.- t computer c-m;vn\cs? 
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MR. LENT: Yes. 

C What hiss Nr. London told you v.hat he thinks hsppe^d? 

MR. LENT: The only thing is, there was a 
mix-up of communication between he and I and what 
I wanted and what he was sending me. He said 
to me he thought he was sending it right then and 
when I found out he vacn't— 

Q When you sent him the list, did you enclose any 
written message or list or letter? 

MR. LENT: No. We communicated by phone and 
he asks us—he does what we ask him to do. 

0 He sent key punch cards out. Did you send key 
punch cards to both of these gentlemen, a certain amount to 
one ana a certain amount to another? 

MR. SEMENARA: To tell you the truth, we’ve 
been so screwed up in trying to correct the problem, 
we don't knew Low it happened or why it has happened 
and it's crested a terrible problem for us., 
we're getting the film in to develop which v/e . 

wouldn't have had in an off season. 

MR. LENT: In every case according to the 


number of rolls of film and we're in an off 
season, we're getting a lot of people taking 
pictures. 


9 
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0 Have yon bcr.n able to make my estimate of 
the nur'bvr of ncoola fro: a-'ono the oioht thousand nooole 
who received the eh 
intro dc-L ,*r7 offer? 

MR. LET.T: dv." •' \ r ro~i what’s co~.ine in 

fro - nr.-^ssi’r, I ] v'-- no way o c deter .ining - 

ir other verJ.", ix - • -.-.oolo nro sanding in 
*•-.* <;lofC!3 r or oro7"'*~n'* that car.o in fro:”, the 
introductory offer, ..ut it’s probably ' '> r of 
the eight thousand . - opi/ that orden.u versus 
??? of peoolo that didn’t order. This is like 
looking o.t piles n f r^rro',-»or'donee. Of course, 
there ”orc *r*..iv : nil - i, t c;»uh enveio: e. It'., 
hard r> e a. • ■ •• \ *o rrot t k ; ■ .r.n ’.'or one sacks i 1 

in over;/ dav and it's .ard to i r.y hue ve'ro processing 
it. 

0 ;Tov, 70° '-’ho did order would leave about that 

didn't order it and. 301. of 3,°00 vrould be about 2,400 
custo: crc, is that correct? 

MR. LIMIT: v or,. 

Q i’hat arrangements have you r.ade with the bank? 

’lave you told the bank or issued credits to the peonle who 
didn't order it? 

MR. LT'IT: There was approximately $6,030 that 
v;as frozen in one account end about another $f»,000 


y 
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was frozen in another hank, so anoroxirately $11,000 

is being used towards crediting those reonlc's 
accounts. 

'.’hen you say, "fronan" — 

MR. 1.F.MT: by the bonk. 

In order to orot. ct t. on this? 

MR. LTMT: Pirrht. The Arrangements I rv.dc 
with both banks is that .i i the event that it goes 
beyond that amount, I provided them \n th an I.B.M. 

o * 4 

list cc peonla cl.at. v.-e :".,lt are the* tor.nlc that were » 
afTecced by the overall list. In other words, people, 
.-'nether they ordered or didn't order it and thyy're 
going t.Mrr;-’ik re with—well, actualIv, I'n going to 
provide then v/ikh crv’it.o. I'm croing to write cut 
credits;as I <~et those letters back. I'm writing out 
ci adits, -.ailing th :• to tho banks <-r. * they in torn— 
they're credit!:." the ..v/j toner in any event »ncl r»y 
coal With the bank, it their c us to*'or writ^o their 
■ *■:..:, the/ will is st • 'then a credit and they will 
ci'-o re that nano and address so T don't duplicate 
a credit. That's hen-*'.;nod where the custo-ern 


dispute.! the sale at their bank, and he had ny letter, 
and vt'vc issued a credit, the bank issued a credit, 
plus ha's used the nailers. 


I 








^ r 
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f 

o 

Which banks arc involved in this particular of merino. 

- 

specie.*. 

of Tor? 



MR. LENT: The Chase Nn.nhr.ttan 'ar.k. Che 

♦ 

t 

V* 


gentlemen that handler, the account is Nr. David 

• He 1 s out z\ •' offico in Succors/ 

hank American! division. I!a was in to see me and 

• 


his associates on the entire problem. 

• 

o 

What about Master Charge? 

r 


MR. LENT: I’:V. "r. Docks, First National City 

Dan... That's in Melville, Long Island. They vere 

, # * 

i 


up to see no a few veui;s ago and we're working 

4 

% 


very close with erne •.to’Ju; to try mi set— 

j 

1 0 

Do you still hro o’ n ’'aster Charge accounts at 


I both Franklin and First National City? 



ur. LENT: Only -.it Franklin, which we don't 



use. 

, 

0 

This particular offer then is just a le't over of 


your r 

olationship v/ith the First National City, is that it? 

1 

j 


MR. LENT: I don’t understand. 

3* i 

* j 

0 

You say you r.o loneer use Master Charge a . rirst 

• • 

t 

1 

.• 

, Nation 

i&l City. 

• 

k 


MR. LENT: Decausc the problem. in itself is such 

j 


a big problem that at their requests, as well as my 

l 

i 


\ 
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' own, vre felt it would be better to discontinue 

* r, r.\ r,or-y J m 

0 so you’re no longer :onr.:.ci-e*i with First Rational 


Cit 

in 


r. 


Q 


n 


C • 3 Vi *5 C O -- t 3 S 

hoc - 

of li^oi-v 

atin*' 

nr.-.l City? 

*»r> rr ,,n < 

- ■ t 

f < • Ju - •* • 

" 

• at Franklin, 

you 

-till proco go 

if 

» # c t> t ~*j • 

Corn 

the Chase ’Mnhatt 

MR. LEE?: 

Eo. 

- you still r ' 

ror . . 

MR. LIE IT* ' 

Eo. 

i then, your 

only 

Manhattan is t 

o lie 

.rreet? 


V ( 

- j • 


■> you still b> 

iVO I ‘ 

Lank c.f ’.’Orth 

4 m a. 4 

MR. LEE?: 

Eo. 


r,toil to t new c'neroec, correct? 


ir:n for processing nc« 


: w charces? 


stooped. 

Q r n you don’t have any nrrnaccnents with any Bank 

7 -jnoricard bank? 

EE. LET?: Eo. 
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o Hone of these charges are signed by the customer, 

is that correct? 

MR. LENT: That's correct. 

Q Does the bank usually require some authorization from 

you before it processes these? 

MR. LENT: normally, not. I think there's a 

floor limit established by the bank and merchants, 
whereas if a charge is beyond that floor Unit, they 
request usual authorization;a charge against a customer^ 
account. Inother words, if a charge is beyond 
let's say, the established floor limit is *40,00 
between the merchant and the bank and they - dis¬ 
establish— 


YOU 

mean 

$40.00 oer 

i. 3 *^ 1 ? 






LENT: Co- r 

■ -1v.. If we has 


chnrr»e 

, "cr 

V * 

.00, 

vis rail the. 

• . ; •: n and c;«. t 

■ V* 

. A . . 

a" J hc 

i on 

1 J* * 

bur ‘ 

ror the : r 

v jy would '• 

. i ve 

i . . 

nk a 

rr * - ' 

har. 

If the cus 

v' s account 

t T r; 

i i n or 

her, 

iff 

it' s 

unde*' the ‘b 

or $30.00 

lie 

lit, ti: 

.era 1 s 

no 

authorization re- 

•uirod on it. 




Is 

there 

; anythin n 

s. - c ii a r yo vi want 

to 

clabor 

•ate on. 


MR. LENT: I'd like to tell you that if 
there's ane nf’roer.en“ of my nature that you v.^nt 
us to go alone v/ith, vc' re oerfcctly villi no to eo 
this. I won't be able to do this today since 1 m 


V 
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r :>r , : . k- -- -..i/Trwy but at everybody's 
-.vc*’ If \- T b "**”* overybcey esn not together* 

11 coorcrate ■It-, -ct. 

'•'R. ROR”'-'- 0 : r nrljourr. this heartnej 

cot to recall. 


r\ ^ n r , n 
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VL-* 


/•,* • {■*/%» *\-*~\*y . it**-, ! ■» * -.£iv*4 #* •* 

i>vJT V. . .-• * i.- 0 . 1 .. . ik-L • J - .* * 1 * *< •* 1 J'*J 

5 :j 1 ‘iC* rj-ctcr of lets *lory. XL- be In 3 h ?iJ 

pur: u:»nt to tine cncricr of th*- City cf w Verk, cue t5.cn 

2hC3-d c:i t»)ts Cor. ircnar i-rorectii-n la .v of IpC5 chaps:* 

61, tit3e A of the At: it ..t'olive Oaf- c»f the City 

c.f ..»ii York, 

hr*. Lout era h . &i.vinnro trs apyvnvnj 
v J M .^CP.;iTlt to Ci ;.ub,-Issued c .1 Got "'ter 1 ', 

C-i* C j H c+t%.£~ c\^ • / v**' -O'" 1 ' > 3 

and hsvo cc- ,r »& volvniu/II,. purrrant ta the? ..ol . 

J.t :‘.c tiio policy of the Jlcpori r:-.:nt ol C r'-r~c* 
Affairo to infor.n U.e v.'ituobo of cc*rtt>n of 1 /i : i r, ?tt 


at the outlet of the b.ea sir. 


f . .-v y • ,V '• V 


lif re .pro ?euib 


r ■ r»'l 


-:-i 1 .. A;if L r »o t'fif-t you have r:ol 


brought C etna el with you, anti I'd like you to each 
please state for the record voether or not you art 
will’.n 5 to proceed without l:ein" repree. '-.ted by 
Cov'.r.oc-I. hr. Lent? 

tin. i iv-e. 

MS. FCir:!rp;s.'i lb?. Seminar- 1 '? 

SS'/iNJUtt: Yuri. 

H5* SCmvATvro: A transcript rr.ay be r. ide 


of t*.\n proceedl, - '.;. You r-'.y poreVatu • rib a tran. 0 cr5 
fr the • fleering Cor vice lor \ err can v:.c / f yea do 


H 


4 


not choose vo purchase on 3 , you may oan.une the 
Department's copy. If It five3 dec to purchase ci.n. 

At this point I v.ili ask all then c p: < ... tht 
to Identify themselves, so that ve may have a re card 
of their voices. Please give me your nvvo, adorers, 
and relationship to this he.: ini, to the company. 

After the introductions, the v.ulr.cut • wy 
ra&ke any introductory re. .ari a which ho )n/: for l r.e 
record. I'm Cheryl Schwarts, and I'n a la-’.vet* v:llh 
the Department of Cenunr^r Affairs, a :d 1 an* th.- 
Ksarinj Officer. 

MS. CARLS CM: I'm Barbara lf.-rpovn Carlson, 
I'm a Consumer Specialirt for the Deportment of 
Consumer Affairs. 

MR. SEMIHARA: I'm Dominick Sorinara. I 
live at 243 Dolphin Drive, Hewlett Hock, and _ 

President of Into-rectory. 

. LTuiT: I’m Michael lent. I live at 

J ,2 Randolph Drive, Carmack, N.Y. and x'n .Secretary 
of Fofo-Faetory. 

MS. SCHW/J1TZ: I’d like to swear each of 
you in, individually, since you'll both presumably 
be testifying. Mr. lent, will you raise your 1 1 ,ht 


1 
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hand plcaee? Lo you ..wear that the to. 
about to Give at thin hearing, will be 
the whole truth and nothin? tut tuo ti 1 
13. LENT: I do. 

MS. SCirJAT.YZ: Mr. Seniinara 
ri.;l t hand. Do you fu-oar that the tea 
2 ro about to give at thxa hearing, nil 
tho vhoio truth and nothing but the tx 
13. SEiUNATvA: I do. 

M3. ECirMAATa: At this poinl 
turn the hearing over to Mo. Carlcon, 
questions to direct to the* company. 

113. CARLSON: First, did yc 

introductory rosaries at all? 

MR. SEMINA’'A: No. 

1-3. .LENT: Nothin?. 

M3. CARLSON: And if for ec 
to go off the record, all you have tc 
that. Mr. Seminara, you ove Presidcr 

ia that correct? 

13. SEMINARA: Ye s. 

MS. CARLSON: And how lor >3 


Foto-Factory? 
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Since it's inception, for 


aimer t two years. 

r:,„ CALLAO’:; In what capacity? 
i ; c srs.a:ALA; yg ly? nc ♦ 1 

recently tool; over the 1 residency. 

j;r.o C/sr.-SS-.?; ’..'hen o'b you take over tha 


Presidency? 


i;.l. C^;u:;;.n/iS About two weeks 030. 

1.3. C/.rw/rS;!: And who preceded you r.n It.’coluen 


It:. £1"/If Ad A: La. St even Lent. 

Ld. CA:uIs Mr. Lent still with the 

corporation? 

Lit. .c. mAi»A• ITo. 

M3. CAMLSGII: Could you give U3 the reason 

chat you took over for Ik*. L_nc? 

Ml. SLIii: I An A: There were four partners; 
two partner. 0 interests were purchased by myself end 
Mr. Michael Lent. 

rid, SCICALTZ: Uccusc me. You used the tern 
"partners."-- 

Ml. AMLiLALA: It's corporation, there are 
four stockholders actually. 

1.3. SCII.’AT.TZ: I Just wanted to clarify 
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that. 

MS. cmL‘:Z:U Uh:.t In the exact correlate 
nans of Mote -rectory? 

Ill, CLMIMAMA: 1'oto-R'Ctory Ltd. 

MS. CATU'ECM: And where In I'OuO-factory 

located? 

Ml. GEKxM/RA: E’!0 Maple * vc., Rockville 
Canter,, L.I. 

MS. CARLSSXs Ic that the- only c.ddr ..;3 you 

utilise? 

Ml, CEMIMAUA: Mo. Ue have a retail ^ 
location at ZyO Sunrir.o lll;j:v:ay, Ljr.lraok, L.J. 

MS, CARLECM: Are there any othere? 

Ill. SBKIMARAt Mo. 


Ka. CARLS 011: to you have any Toot Office 
box addresses? 

MM. SEKIKARA: Yea. 

M3. CARLCOU: Could you give U3 those please? 

MR, SEMIMAKA: One ic U.S. Box 1, Rockville 
Center, and I don't recall the number of the other. 

KM. LEMfj The ether la P.0. Box 61, Itockvllle 

Center. 

MS. CARLjCN: Thank you. Mr. Lent, your 
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position 5 s decretory? 


^iA -.«u- iU » 


M3. C/ilLbOH: Ma*.v lone h&vo you n. 


...i v;itl 


Foto-Factory? 

ir?. ISIvT: Mr o n the inception 

M2. evarMO;:: M-ve yo.i alvay ; boon t:;? 
Fccrotru y of that cay.animation ? 

IS. LMi.T: Yea. 

113. C/MI-tOM: Have there beta any oV-ver 
a<Sc*rcsrco ct which Foto-Ie'tory h?s do***.- bts.o-.-tr;, 

or lic.3 b.-en located? 

♦ no CP'T*.* *2 ^ • Vr.f 

M3. CARLCO:;; lihafc are those? 

K?. S2I1 IM.'MA; 373 Marie? Aye., Vrcstbuvy, L.3 
and L’Mv 7 Long loach Md. Gee anal he. Let r.ia clarify 
It, 373 Maple Avo. was a rales office and bochlcccpiR* 
offices, and 2477 L*»s Laaai. , OceanaiCc. vv»s the 
photo finishing laboratory. Va moved from those two 
locationa in June of this year to one location which 
is at 240, the present location, where vo have the 
photo finishing laboratory anu sales and toolclcccpin/. 


offices. 


113. CidiLiCM: I sao. bid yen have any other 


? « 
* 


•<* 
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cc-Jr o;: , s in cny ether etatoa? 

i„'. f._ TI. Ir. Delaware, yes. \.'c have 


I'oprc; ; 

.•tr.tioii in iv lcvT.vr-. 


ICS. C/XvLOC.Is Vr.cro in 


13, r.'.:in; I thlnlc it'. 

_*■ 

.» 

..ln.iton. I'm not rv. a of ' 

% 

T'Q f'lfi t y - •■'? * ; • • > v/OW 

« iO • *■ -—• / u- v/Ct 

rv.,» V, 

V or 5i„ ? 


.tc Sfc. 


of the exact nu-r.bcr. 


1 *1 1 • * .4 -4 • -fc .« . . 4 J. >4 J . W • 

Itc, SWlKSZt i: vo you filed a cortiticui 


of do: '' * bvta in ITr'.r V:: 

i:?., i,:;t: Yc a, x believe so. 

11:3. LCir.:A7.YZ: In Counties? 

MX. Xr*;:u?: I tciJcve Facceu, I 'r. not euro. 
I'm pretty cure \s’e lilod, and the Counties I'm not 
cure. 

Kis. CARI50I!: Are there the only auurococo 


ire given r.o, a 

t i.hich 

ia. 

o~ - *-*■ f T f.p f . 

Ye 3. 

M3 » 

CAi\Lf.C'.;i: 

Fro a ir 

1 A*'l • 

SilMIi.ATiAs 

V>> -i 

4*^ 

i • 

C/r.LSCX: 

Have t\ 


n Calif oralV 






I <• l ,jV *' j 


clipped ::y mind* There wnu one on 
Van !’i Criifomir . 

IW, C/JILLOK: Do ycu tha 
any oUmr buuinaoaos or or c aiuntion; 

rr) CT-y r*vr A • l T ', 

| 1 J —4. .*>* A .•'•<«• ik V » 

M2. CATJjV.C:; i Have you 5.n t 


r* — r' ’ r r * 1 'm 

i t‘i • I J iw« i.U* i : *i t/; • • >v • 


iVJ # b. u»Dj./n # J-'j a. vM* w ** . i. 


with ar.y other corporation’;, oilht 


+s ,H ov»t» O'*'* v» f «m* 

*'“*•/ t v..- A W„ ~ 


relntic.rehip? 

121. DDMTHauA ; l!o. 

LTi, i:o. 

IIS. CAD 12OH: Do yea have any business 
errcnpcr.vonta v:ith any other conp7.n5.ee, for example 
for photo finlahinj; or eonothin^ of that natitro? 

MU. SLIX'./dlA: Yea. 

ICG. CARLGOA: Could you j.lvi; ue thn nur.oa 
of these cor.,punier, and the hind of relation: hip? 

MR. SEMi.,AKA: Arc you refer'-'iny, to direct 
nhoto fiwiohin - the cM IT;rent acoo; .to *> s :. i ht have? 


KS. CAhLCOV: Yet. Perhaps. I better clarify 
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that. I was th?ni:in 3 in terr.o of comanlea with 
which you contract to do c<. rtain byy: a of v;crlt for 
you, for example. 

i;a, iiT'.aXMhi No, we don*t havo any contract* 1 , 
with anyone, with exception of, wo have Dales of 
photo flniehins railere, envelopes, to the cornuacr, 
end a ccvplc of retail atorea. 

IIS. CATlI.fXi: You aupply certain retail 
stores vi th the envelopea, ii.o pre-paisl nail;re? 

lit. :7i:/JvA: No sell them to them, yes. 

I.f. C/P r£CN: Do they have J'uto-IV.cfouy'n 


nano cn then? 


t -n 


rfllKARA: 


For the purpocoa of \;ho3 ooaJlny. 


v,-e dlctiryuich Foto-Factory to the ccnsu: 
c’.ircct brain, and for wholerulins v/e ure 


.r oh 


i V fs 


the n: 


Foto-Hatn. 

i;r» . CfllLSO'J: Foto-Fato; la the business of 
Foto-Fate elao incorporated? 

13, SEHINARA: No, It’s a trade name. 
i;S. CAR Li Oil: And hew cany brcincotcc oo you 
do buclnoua with under the nar.ie of Foto-Ilata? How many 
cornanioa do you deal v.'ltii v.'hen you are using the mr.ro 


Foto-Iivtc? 




k 






j:.\ cEt-:r»:.c*As vwo. 

113. CAELCC::; Could you r,ivc choir n: : '.o 




* r~r-> C' *1"' - %t f** ' f ('•/•. < 


;; .Till Order U.b.A., and 


t).o other would bo Camera hut, d»,- 

i; S . CAIMlCd: r.:5.1 Cruar U.S.A. ia in 

hew Yorlc? 

nr*. izv:i\::zt\t y<-u. 

KS. C/uiLCC;:: Gene rally what ' ~ * il,? 
purpose of your cr.torrric-e, roso-l-'aotc r •' 

13. SEIililARA: Uha oavuat of ovr enterprise 

v?aa to coil to the consular 1'*••*'•• m; '* v; - t;; a 

- , _«i r.u4 R ,.’'<1 fch« original establishment, 

developing mailer. in~t> i.uii h 1 - j. .,***« 

and this Is how we went about coins oar business, uy 

running different ads through different mediae, Buch 

as magazines and newspapers, radio, television, and 

most of cur coles came via the telephone or by mail. 

When we received the order by mail or by telephone, 

how ever the customer paid for it, sometimes they 

paid for it with their Mister Charge or Lc.nfc fsz cricard, 

or American Express, or they cent in a Chech or money 


order. 


The orucr wee to » tahen, whatever they 




/“»• ■%' 1 '■ y ; » 

V**. «4V * Am M t j j 


v, prc-cerr. c a 1 nd their films v-ef*© tent ortj 


their He calc film, with the developing mailer, ’..'hen 
the- cu. toe.ex* in ready to rend in that roll of fiirn 


that they h&v 


c taken vlth their era. era, they tend it 


in, into the lab, into our Pont. Office boxes. Ue 


huh a c.r.ii/ pi*, c.cup v 


•;o of then vc still have. 


/Vi-i the rock ia then taken end processed through our 
laboratory. 

‘Ihat van one \:u'j of doin'; business. Vhc 
(/.her v.a y v/c rant out on a direct mail be s-~ cho 
various c-nvoloaca end literature, and trying to vet 
a custo. :»r to do bunloess with the Foto-r < c .-ory, m 
that they r.ay buy film and pro core in.; as one racks yo. 

Co in effect, Fc* to-Factory in a direct outlet to buy 
film oral processing at a reasonable price. 

KS. CARLS OF: You said you originally started 

ulth only Kodak, film, are you still usi r.r t only Kodak. 


film? 


KR. SERIFAhA: V.'e'ro ueiny Kodak film and 


we're vein: Fuji filn. We are selling the tv;o. And at 


cnc tine AGFA filn. 


i:3. CAR If OF: Dees Fo to-Factory enrage in any 


act!vities outsi..c t . t realm.' 
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i 


i *.’% § «„ . i i. 4 «... . c .A 3 | k'-w 1 VL’ iiJiWvi,/*>** , "*® , *J* 

choulcn't cty c. 2 ways have--v:e recently I Kid a 

trnritic.i in cur business, vlv.iv we're alcwly 

C_. 

clir.ir cti: ; nil of our c.utufa :.diu;; l. Jvcrtirinj, nil 


the ads thrfc \;o • ve had on the program of celling film 
and v.recce:iliid. Anu now ve’re in the bucii.e.Cb oi 
processing only. And ti nt in that v:o will solicit 
envelop'c, developin'; envelop :a that you r./xy use or 
not use, o.nd it Into the ?otc*-loctory with whocover 
amount ox .. onoy that in noccrxery to rovelop your 
film, ve'll develop your filu, and send you back 
dovo 2 oped pictut an. 

MS. CAhLSO Hi So you're novins away from the 
entire e applying of i'll"/.' 

. r ' y*Yf r.» * • 7M rrhf 

lie. C Ah LG Oil: l.’hy le that? 

Ml. G./I/ALA: Cue because of the headache 
and problems with the mall order problems that you 
generally run into, cuoh as non-de 1 ivex*y frora United 
Parcel Service, mil Post Office problems, whercir. cone 
part of the country it takes a little bit longer, 
supply in Itself. That is, in effect, tho supply 
vex'sus the demand would bo much \/‘/uter pi’e-iitabllity 


74 


vies*. it's a lot mere profitable to do business 
do inns In;: only, in b.'.vir- thu customer j;o out 

uHd b 1, j n .1 s o **• a j i 

!..j, C.iLLLOL’: Cl:a.y. At Inis tir/.o why 
don't I start to c:lz for tno cubpcora items? r»iU 

you bri:* z them with you? 

i,?.. 17 : J had explained to Us. Schwarts, 

bein'*, cuva ritV with this rear ionisation, I didn't have- 

• * * 

u*.y of this : .tcrir.l avail.d ic, And .vhe said, Just j 

brinj what you cun," and you would oust ac »c t»*a 
qu.Owtior.L, cr.d whatever we.could supply, wo would. 

L3. C:.!iV.:y: Let re ask first for number 
one, original copina of the certificate of incorporation, 
on d/e r certificate of dc*;.y business for * oi.o-factory. 
Ltd., heroin after referred to no Fobo-i’actcry. 

y~{ a LELJj Tnnt I don't have with no. V^ 

,13. C/.LilOL': Is it In your possescion? 

Z»» 

III. Ll'Lfi Yes, I think v;e can probably 
^et it. It's, as 1 said before, lncorpox'ited In the 

otetc of Deinwrr-. 

IIS. C/’ULOL’: l>o you have n cony of tho 
certificate? 

KK. nr.r: Of tno certificate of incorporation? 


I think so 




~y 


y 


;ou i.o gu.*• aui*.;; ^ > *• • ••'* • 

it 3.Ci.wt t'o that? 

'* ' T "*• i ‘ * « T < U» • r nf»f '•< *V 

1 4 . k 4 t*. *' • - lj..v >, 

: c/I-tV ■• .*• i--il i.t v;ae a rubpoc;.* itc.n. 


/.rid 

if ycv.cv 

■ Id r., 

•.uo to 

br!:.; 

it, <" 

vre should 

be 

no problem, 

t ;• 

r 

tii';:.''.' 1 

o a v 

.’Obli •' 

of copy in;*. 

\.o 

could :..;iee 

a cc. 

j cue L 

CVi'J f 

\- [i‘*. * ' 

,-i.th V.,;. 


T * 

I #• l % 

If. r,'; 

V *t *• 

v, - ; • - - 

4. * 

U 

1 ;:e ;.ithe 


Counsel, before I cc. .wilt an>tiii-.'j on a>„vior* o* r.r.yt!-.a.s, 
I'd life to tali: to Cor;. 

^ Oi i fcr. •» i.''..'cti."u ^ ,>cu>-' • t ••) 

i:s. tc:r.:/:.'v:>if is it .-■•.r.t you expect 

to be completely In the r roccn?, of T5 

it’.* £.L\ZLliK\M Cot or !.cUJ ~ retoil? feu 
roean iCod.M Tilui with the processing? Hone.fully 
within the next three to four u.o.ithn. to 1 re jnoin^ 
down the bucirrcca, In that we'vo f?top,';d altogether 
tho acceptance of any charge* platen from the oo:f-ju...er. 
The only thln 3 vie*re accepting riant nov: arc any ordera 
that r..I3ht cone in for Min r.ni procer;3lr.3, which 
rijht now wouldn't amount to core then ton or fifteen 
ordere a day. ;.r.d cr.c of the rcasonn \:hy wJro honoring 
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tnoso :>e there ?iv ec;r.o currcot po.hJ.icatlonu 

that wore prepared and are current!:,* r;v.:r.}\v*,, r o v;e 
have t-o honor those. 

i;r» r L CAh■;!: Have you &topy..f. your 

QCVC-—~i* 


■fCT* this? 


I“». tj i ~\t i 


r « v.. 


— 


■re V: •' 


a r.v:i.n a;..- 


IL3, Ctr.ZZXli You cold that u.v.' yen're f >.-ly 
settiny about ten or fifteen of f ho o's a c ay; ;y ncr^liy 
hc.v ! luch v.oro you £Ct ti: ” per* fay? 

1 X t . i-i-.. ... A% * 1 4< l « lV/^1 O . .'.4> w. tA' JLt/ * W* *y w 4 • V "J4| 

Its. CAiiX-fOh'i Let i.o a:hc now for fu*lyo. r .u 
itr.r.i number two, original copiC3 of rccoi-Je chew; r?; 
ne: eu, e o'ureases and titles of nil I’oto-.eotory 
officer:.. 

HS. Sar.J/JIYZ: Defers- we ?et to item nnv.bev 
two, I would like to state that off the record. lit-. 
Lent and f!r. Seninara have agreed to give us u copy 
of the certificate of Incorporation; io that correct? 


I hi. liUMlihVHA: Yen. 

ItS. CATIf.O::: Original copica of records ohowinp 


names, addreccuo and titles of all I’oto 
otockholdern, and employees since Janus 
r.i. V.’o don’t have 


e.ctory officer a, 
ry 31, 1970. 
that information 


J 
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- i„ . # - rVodc rcoo?'w3 vx * ot ) t 

Cilh^. Anyth:.::- -> U.w rvouc rc 

p.rrr.cnt, tocr.ur- ol the recent transition in the 


off I* 

‘*i * 

end u.U 

cot OX’S of 

a Me';' 

.V-V 

in now 

in the p- ,; 

rcirnt 


of the i 

riotir/.o c 

fc;* ur:. 

fo cl tr 

a Inter <Vi 

t>Mo 

you 

t 1 tilts • 




T -r» r 

.Cl V.IZ'£Zi 



rv> ; 

. ■ Iii;A/hl. 

thir 

fcy • 

* * ♦ r • 

. / v • 




r» r' < 

1 + *• • 

r ' vn-Z * 

.i*.' .f-a - J • 

for.: 

r 

oft i ; -• 

c o - -o 

the 

pre 

.> 0 - it . 




Ill. 


tiv*. 

t on the rc 

•eerd? 



M3 . 

i:c;;v;/vh r fz: 

uo 

the 

foriac r 

officcru. 



MR. 

SEMI! IAEA: 


‘'/IMARA: hopefully within vac next 


^ I v*.*• *■* 


Inception, to owwanmawly a raor.fr as© «©« 

.t-r;. T^. r .i.o v»a rrctldont, tilcholoa Mrocara, 

Executive Vlcc-Ireoiuont. 

MS. SCKUARTZ: Io he otlll with the company? 

MR. SMh/.RAi ho. 
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1 * • 

*. * »-.*i 

* * — -n n» # 
...!•« 4*4 * 

J • i % 

r* • , 

'.r.MA: 

iit. 

< /» 
fcw’ W/l 

/ J-.TZ: 

. # o 



1 - • 

»• 

.•.*./ 4 • /* • 


1 * . f *.i f * 

* • t'w V 

. *W> 0 

or?” 

t.Vi • 

’ • ■* 77 • 

* JL /«# • 

orr.v?. or.? 


t ■ > 

>. >• 

r» 

U-> « < 

i..«.i^A s 

i ~> c 

r r* ? 

*. ^ 

* t * - *17 

J . JL £ • 

in. 

r v 

• r*. 

* Tr» 
i -> • 

t *r .. “7 • 

1 . *Xi4 • 

Hi •." 

Wl w>. 

rd. 


t ■*: 

i~ - » 

c:; 

- ^_ 




* r* 7 •*. f 


-c'cv irtte<errr: 

VSi. L^M:Z A: : ox* better or 

ceath do m jrart. 

c/“vi;:c:i: Vould you like 


the ci'rJLi 


. IKI 7 : That 1 c It. 

serr.’/Ju'Z: There ins no. 

; .1, T.~' j ; I V —rfr ft »> .;tfiP. +T- 


1*3. err.LCO:!; Vou ’..err jrrv: 

MU. LLh”?,* Arm uvill ea. 


r 






7 
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\ "\ r * 

, ^ 1 . . * /i • 

And v: 

Jnt? 


. .. 1* f 

J ,i\ • 4 . i .4 *«'. • 

-j 

• • J •' - 

;'(• cr* r , ;.??v , P7« 

1 :.J * 4-' */* : . ; ,i .4 <w « 

V’ere 

♦' r» c i T , » *"• '* f fi • 

!.**• L/taM iw i-'rk * 

Vo. 

w* r / r * • 

l.o, »A i. • J. .-‘-w • 

i.nu u 

»—> c*i?* a • 

J7.t 4 ' • »- ' * 

f/, * ' 

4.. » -t*W 


\ 


i:S. SCilb'AMTZ: i.'ha was chaitr.ru* of the board? 
ir.1. snhlhAiIA: There v:ac not a cha5.rr.an 

f 

of the board. 

r.3. SCir.’AiTZ: I'n curious about, why the* 
rcorj;cni action. You mentioned so-sc thine bo lore oui 

X really didn't understand It, Cculc! you-? 

!?.. G-rjlI/JIA: Cnc of the basic reasons la th.it 
in the* transition of our business In eliminative tnc 
film and processing concept, the transition would 
not allow enough revenues to be able to support 
four officers to start. And that would be the principal.r 

reason, 

MS. SCHWARTZ* Go there are 301113 to be Just 

two of you left? 

IS>. SEMI MAR A: That's correct. 

MS. C/J1LSC Hi Do you expect with creator 


i 
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revenues. 

the 

two to bo 1 

; Joining tho company? 


o. 

C-1 •••*(•»* f * » 

ir • -•'« A... •• • 

Mo. 


MS. 

c r; *r { ‘7 • 

* 1 . • 

Mho maue business uocbuions? 


i::. 

<■* ■ .* * * v *• * r "* a • 

k.h' /a * 11*. U»r» • 

The loard. 


M3. 

sc::':altz: 

Jointly? 


Ill. 

c ~ r * v» t r t» * • 

i 1 . .4 l hi * 

Jei nfcly - v' 1.1 d upend ins 

upon the 

dee*. 

is5.cn 

an to bo made , how major or 

how minor 

i 

• 




i-O. 

*• *.--f ^ r / - 
to w»*i*. i.iUU • 

\.!u:t if there 'd a tic. 


tT? 

4 A. 4 ® 

c"** -\ ‘ •**> f • 

UL 4 <d. 1 l/.lti i 4 

If there vrere a tie, v*e jt*w<u 


fought It out, and r.c.. coaly won. 

M3. C/riLC?.'!: \:no a :'0 tho hoard members? 

17.1. £>I£i:i::/JvA: Tho board members are the 

/ 

came or> the officers, cane four. 

MS. C/.3LCC;:: And now tho Loard members arc? 
13. SE:;i;;;JIAj Kyoelf and Mr. Lent. 

M3. C/3'-CON i Vhut about tho tnplo;>cta? 

MR. CZr/aiARA: Uhat about them? 

MS. CARLSON: Item number two of the subpoena 
;;q ashed for, the nameu, addresses ana titles ol 

the employeee. 

13. SEMIhVJtA: A-ain, another rcacor. why the 
lint isn't beiny supplied at this tine ia because, in 
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Iran .'ition, anti in my aaou»ain^ tuc prosit*..icy, 
and ar o controlling interest in the company, most 
oi* tiv.j <■: ployass with the company have been laid of*. 

X <;tR ro* in the pr-;cc a a of re or, ;a; »r a i;:, and 1 an 
::ohirir.-j iv v; help, I have renired rev; help* And 1 vrculu 
i .-j oat of the original 25 or 50 people that wore employ¬ 
ed, there rrl.fnt he two ci* throe pcepxc tsat vie • vc 
tains- J. At thin point I believe, vie Mi~ht have at 
t : c.at 12 people vorkirr; for Tor.o-iactory• 

T 

f 

113. SCif;;;hvs Be::ices you? 

7' -* rr^T ,r r of. • Yr ^ 

i'ai • i,..« .»< */.• «-* • 

]vi. hCii'../v*.v.h; Could you tell un the p 
that people were c-aployad at, besides secretary and 
clevk? 

IZl, V. ? e had laboratory technicians. 

Vic had people that are skilled workins in the laboratories, 
such as printers, strippers, people that are Just 
educated to work machinery. And you have your normal *- 
bookkeeping ctsff, and v;e have a complaint department, 
v.’hich consisted of service, v.’hich we call a service 
dcjnrciv'nt, which answers all inocmin^ complaints 
• x ^■jr_ i»iin^ any lost or mixed up films chat cijht have 
occurred in she normal course of business. 


or orders 
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that 

rr.l.pli 

v not 

have 

Icon 

*i 

r ; 

ived by 

the contiu..:or. 

or c 

* , •* V* 

wtv 1 -> 

that 

r' 4* 

4 .A, , * * v/ 

not 

1j.iV 

been c 

■ 2 M ^ | 

cr anythin, 

r-.-la 

V j.n 

to re 

fund:'. 

; nd l 

t U.. -• 

• 





4 • 

^/'*•* * f 

tV V/A •4 * i 

’. r # 

. J. ' » € 

WiiW 

\ • K * * 4 

1 - ij v 

of fillInj 

the 

snail 

O-.-d-r 

'& 1 C* i " 

f i la 

V* 

c • - 

process. 

.in 3 cn, 

ra lopes: V 




l::; :.l:/ 

V r « 

... 4. A • 

Him 

ctly c; 

w ' — 

.. .. ai . 4 

ctly? 



T r •% 

i' O • 

on;** * 
u V*.. . 


icr 

inetar' 

if ?: 

cent in 


a coupon orderin'; ton rolls of film, who- 

JV.. Cd'IITI.'AT.A: T..oro , a a iv-vaii j>s*oc-or»e 
that your or : er v:co.lc) have pen 3 throu.pi. 

;:0. C/ilLSC!?: Corlu we so through that? 

/n. SwuX/mAj fcu-rc. The nail would ccaj® 

In, and It would sc to our bookkeeping dcp.- rtner.t, the 
bookkeeper would open in. In fact 1 v.’oulci retrain 
from anovr.erins the quoatlcn, I’d rather have II*. Lent 
answer it because ho 1 a snore famill-jr with it. 

im, ITKTs It would coma in, and would £0 
in with the boolckcopins, bo written up. It would ba^ 

\ 

rent into the shipping deportment. 

i:S, OALLCO.I: When you *ay "written up"- 

Ill. v:.Y,H Cn a tons. 

IIS. CALISO:?; And it cays the r.an.3 of tho 

peraon? 


*i 

* 
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V 




. U 
/ 


I->. The fovr. would have tho i n:.-- 

and address or tho peracn, whet they voxro order Ir:*:. 

Then it would 30 to the chipping deportrent, tv -• a 
copy c.’7 the..for.3_vcvld go into tho. r.s;: *. wi }? n . d "' 

ice, and tho postape or Uf 3 i.yrXnla, vnalover 
ncccerary, would to pot cn it, and io would bo 
chipped out. At or.o point, we alto had this oystcLi 
being dono by a co-nu t^r, where tho cr-clcr would cone 
in, and wo would notate on tho crnelopo what wr.3 
enclosed, whethos* it would to a chack os* cash, or 
which, ana then tho co n vjterf^ vajXi )> unch iv r ' v ' 
and they wo - ..id peine i*, u.u-j thlu w , u -- 1 ~ <•- 1 ' 

back with naif of it a chipping label, and half a 
like 5. little receipt, tolling tho customer what 

they were jotting. 

SCK.'ARTZ: V.’hon did you discontinue wee 01 

the coupster? 

Mu. SlSttMAfWU Wo haven't yet. ;■ 

MR, LEST* V.'c still use it on cod off. 

M3, SCir.’AKTZ; You *»aicl you need to use It. 
ia. LEiHi Veil, "u.od to" being baaed on the 
file cr.d rcacosUa-;. tlw v-Aur,s la, co Kr. Scnmaro, ctld, 
tbeivs ltn't tvwh vol«» ; a. *> thc-Wc do r.ce<i for 


/ 
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it, cr.iv.oi 


y ■ - r f T » * ^ \ Cl J Q V j 

J r 4 L < . » •■ * •• «*• 1 J ^ */ - r 


u iv.'7ii' v;i v .;: tJ'» a 


V .V.- v/C ’i. * 

13, nixii X‘d cay about a year a so* 
iis. SCu.:n:^Zi Me you Ia-io;.» th 2 exact t-r/wC 
of the corporation, when it vaa flicl cr v.uon it v - 3 
fc v ....:? ircauae you said before, yea*a U'.-n with the 
cc , U y ciin-.Q it* a inception, hut ve raver r;ot a 

C i Ol' >-U • 

i;a, L’/rr; Mo...c.:hore in 1'sy lS7'-» 1 tniii/.. 
ns. CiTiLCC.i: Had all of the officers, or 
any c-f the- oifleers hau previous expexdcnco ±n 

filo. processing and or daring? 

y2X, iz:: fs hot in or-d'rinj, but each of »?3 

haa been in the film bonineec before, yen. 

MS. CARLSON: At the sane place? 

Kd. 3XMT: No. 

ILS. CARLS OH: Could you tell us Juat generally 

Yihat your previous experience was? 

Mil. LLMT: lly previous experience was in 

retail stores, filn business. And before that I worked 

for Mentsenary VTard snd J.C. Tenney. 

Its. CARLO ON: And Mr. Monti naraV 
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j:;i. SEimrJT.A: My Lick-round is with the 
photo fini th'nz Ichors tory end £z o retail stores. 

M-f. C/JllCw.:.* Bo you train your employeec 
. youraelvoa? 

Md. SZTttirA&t Memotimos, depending upon 
wliat division. 

HA. C/JILACH: Uhut divisions cio you train? 

I'..u .AA; Ail. rtponciinj upon what 

division, ho would tr .in ..erne, X would train others„ 

• * 

I£. CABL::.:; Okay, wnich divisions do you train? 


iai. SEiCF.'JiA: I touch upon u ilttlo 
b't of the office on we-11 as the laboratory. 

IIS. C/wuI-i:;’: I log. And training, what 
dees that involve? 

lid* SEMII.'A'AA: It involves getting the 
new employee accustomed to working in a laboratory. 
Ana the laboratory being the key to our business, it 
would be getting one accoutered to working a machine, 
someone that maybe never lias worked a machine would 
have to to trained in that capacity. As far ae 
training and opening mail in that kind wouldn't 
bo too difficult. That v;as something that car.o very 


easy 
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M3. CMMLSOMi Ar.'J Mr. Lent, v;hut divisions 
do you train? 

MR. nr.n: A little tic of eve-rthin; also. 
r iiie training basically for clerical r " 5^ very 

uiir.plc. ihc operation has cla-aya hm-a vary s.M pie. 

A lot of’ then ere ieven per people- and there 5 n a 

constant turnover, /.nu it really-there 1 ;: no 

sophisticated proarm whatsc \avr, other then v: itinR 
a nar..o era r.Cdrour or sc etnin^ like that. If a 
very slaple. 

M3. SCrr.JAT.TZ: ’.n*.o in in char;;.- o’ .ho 

j*al’uei. s*.^ who aii *..*■. 1..^• ••* w 

responsible for the operations? 

MR. SUMIUARA: At the nxns-r.t? 

M3. SC:r..7J;TZ: Mo, in the past-well both, 

at the r.crr.ent end in the pact. 

MR. £11 ULNAR A; At tho ir.or.ent I'r. in charge 
of tho laboratory, end in the past it was liicholoa 
Mascara. 

MS. f-tir./iiRTZ: And the tiail room? Filling 
the orbevc cs they come in. 

MR. CILLilNARA: Tell in the past I mo a in 
charge of the mil. 



V 

r 


MS. C/-VJ-/0.:: Aodjxw^, 

KR, SEKUJARAi l an. 

IX. CAMLSOS: You ctiU 

m. LET.** Th:.;o is no mil vor .. 

M3. SIY'.II’.AriA; It*a down to a point who?© 


nov;- 


MS. C.TvLLO:;: I’ll a ale for the- iu:.t itc:a 
which ic number 3» roco.vao or fee schedules xov 
various corvicco provided to consuat i oto-; :.-ctc.-v* 

Do you have that with you? 

K3. xr.:;r: I have one of the old tulr.^J 


I thinlc. 

MS. fic:r.. 7 JVTZs Can you tell mo v:hau iw the 
elate you ctr.rted accenting ordera, loth are 
procoBfiins and for file, delivery and relieve? 

MR. SSI'HI AR At Selims the film and procecni 

MS. SCir-.VvTJZ: Yos. And for prone Gains the 

film ltoelf. 

Ml. SEMIUAKA: A;;ain, the- concept of t.ellln: 
the film ana proeooolns, vua the criminal concept tnrJ 
v;ao uccd. And font was continued, ti^ouyh, 1 would 

coy the our-rur of thiv year. 

MS. SCHWAiVi'Z: ilut when cud you ha yin it? 



# 
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i::'. smTll/PA: That was frcn tho Inception. 
113. SCh'.'/.hTZ: From I Lay, 197.7 V 

t * "'•i* r-,'f 1C.V2 

13. Lr.ITX: I-asfc May. As far* an tho ochwUulo, 
I have a copy of on ad, an old ad. /.no that basically 
represents all th^ prices v;c used to have and oil r>ha 


i tci.ni \:o used 

to carry. 


1JO • 

CAr.LSO::; ’..V*U mr.vk t. 

hat as an Exhibit. 

M'* 

sen*.::.':'-”:: uc-'n s*:rk 

tnis as nccpCMuent 1 .. 

Exhibit A. 



• *o 

1VJ 4 

C AMI SOU; Hu.: do uorfc 


• * -\ « * r» • n O 

^ W 4. »«> v.» » •»-•«* V- • 



t *T> 

4 V % 

IB::;!: Mo;.*? 


ns. 

CARLSOHi Yes, caid in 

the past. 


r.3. LuI.T: In the* pact the majority I cvess 
were checks. Thera v;ns a combination of charges and 
checks. But I'd say the majority v.*ao probably checks. 

MS. CAIiLSOM: And new, has that changed? ^ 

IK. LB25T: l!ow it's completely chock. 

M3. CARIBOU: Could vo /30 through briefly a pain 
what happens sr.y, when scr.oono scndo, c ay who in in 
Brooklyn Bonus you u check, or calls you on the phone 
find say- 1 ,-in th.V care no;: It's .lust processing, but 


1 


/ 
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f'} 


1 t'J. ^%»•# »v v 

. . , *. A 1 - , 

«*. u I • .* % 

** • . : , k, ., ■% 1 <• 

j_. cn x. . * , -. -I.. /•.- ~ 

# 

no letter to s 

0 to the v. 

'.U rcorA or Whatever. Yow 


jo that infer*.■ 

:>ticn re 

T 'I ? 

y * -* 


13. 

— U f\w ■ /> nr' * >■ *' 9 

- ** * 

Ifb.r: You 

i. ;.cn v/hen v;o u:.t:d to t; ha 

r 

*v 

!/’• 

t # 

V . ♦ 

•L *» • * * 


r •-> 

T‘ •• *• f V 

t v-uu cn a fortu. 


• • 

p Y ^0' T » 

V j } •« w » * • 

the ;;0 v:an a for.:? 

* 


I";. Yon, tiaze a fovr. that 

rouK* bo transcribed to the order thin' I tol' ycu 

Ji.bOU*. , ti*nt ili, OTiU k"*Ut UUO j. i/• 

13. C/ilLSO.:: h'ould you bo able Vo .mi 

ao a copy of that. fora? 

13. L3:;T: A copy Of an order for;/.? 

13. C/3LS0II: Yea, that you taU- over the 

phono. 

KR. LEhT: I don't know if v:e have any 
i/o.’c of those heeauce v?o ole continued that one ooout 

fo.’t* or five r.ontha a. 30 . 

13. r.Zl'llU^Cii Wc’vs cleaned up the officer 
and throw a lot of paper out, and whatnot. he ni^ht 
have or 3 or two laying around. 

MS. c/JiI£OK: You no longer taho orders 
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over- the 


r..o: 


Ll. I''..!': Wo haven't; Tor about four, 1’ivo 

at t‘ j.r , ] e 'nt. 


I. ;. iv7.;in/JlA: That was for film an;* 
procc .r.irr;? 


• * r» f 

A . '-J % ./ t . .w'ii • 


To. ait’ ;r. 


i !« A':’XT AhA: ith; been r.oi’3. thon thirty 
day;;, to tv rate, it could have been a r.onth or* 

«/>• v ..... u 


I‘'»* Ci-.hT.oC::: C ..ay, now whm you aid do 
It o\.r the phone, did j o'-ple charge it ©h.ly, or 
war; tuers anotXi v«y of paying over* the phono? 

l-l. LZI'Hi Wo, it v;aB primarily choree. 

13, CAhl/iOIl: IriLiurily charge? It was not 

\ 

all charge? 

13, Lhtrij There were a few C.O.D'o involved. 


but the majority of it v;a3 charts. 

J'.S, CARLSON: When they colled on the phone, 
than they would ;$ivc their number to you over the 
phone? 

i:\. JZhT: Rif.ht. 

13, C AWLS ON; >ind then you would Juot vrrl to 
that na..:b'_r ;>n o I actor Charge foiaa? 
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involved? 


*rr-. y # T* f 

i k • J. «- . \ J • / . 4 ,Sil • 


IZ>. CiZiUXll: l.’au there ever r.y »l^;ituro 


i i Xil «v/ « *i.t V f uS I - * A C Ci j"Hl' • *O • 
t»f» tfrtvs.'l < IrAV* I V>''V 1 ’ ’1*7 

4 ^ v* tok —J I • I- w 1 W l/kiv * V iwv^* W * • - ; ui ■■ V'‘Aj 


frcr.i the othere? 


iTi. i:o. 

C.VdLdO:!: lo that all the ; .cfcr.r Chsru-s 
o lip ft both unni~neci ml c:‘,.:r-u wont to ti.J c:»..o plr.ee? 

KR. I£.:Ti Ik-eii-iliy y.o, I tl.inlc. 
lw. CAliL?:o:;: Did you l u.up remrda to that 
you knew oil thf* people who had ever ordered -r?:n 
you? 

JITi, LTUT: Srr.o record*;. yea. 

US. C/JILUOIJ: And in thi/eo re-core a was It 
indicated how they had ordered fr-cn you? 

l',U. In ro.*ne files yea, Ueno o.f the 

computer ctui’f would say whether it v;ao « clicck order 
or a Heater Charge order, or what it was. And if it 
war. a Hatter Charge it had ita nur.iter, t;c. that 
wuu printed on the lorn, eo that the cut to ;•-•;• icnowa 
what it waa, 

Hj. C;-iLCC:i: And in the rccordu wao It lioted 
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ll J.t I.JU 4- W- w~* U ' V '- 

I.;■;„ LirkT: X Con 1 1 think co 


i _ . > 9 v*: J ~ t ^» k * » tt C- •> j. 


did v;u a.:k ovs,i* Use phene exactly vh. 
they v:i::hcc, and then bill thorn accor 
III. L'ii.*: 1 : 0 , r.t or.? tine 

hr,a a lot of confusion v;ith po;;uv;,c 0 
ctv.i^cci it .Visd raid, bnec? on the pri 
If it won i'p to (no.00, 1:0 had a act 


it v:u3 oven 020.00 there* v:s n sat p: 


■w 

'..>0 jvet nod two things. One- ori^ir ... 


coniuaiVij and cutt-oi.-rn v;c.-.v t 


work out. 


HS. CAi.LCOil: ifhat '.ran the 


»*«** r n # nv. .,, , r» ** 


order, and then there v.a3 a special : 
t..,ant wo would rush it cut faster th 
Eat that dian't work out because pee 


in and cny they want special rash an 
cer.d the ir;oncy in, and we'd r.cnd the 
prokr.je would co.v.e back. It Just or 
confusion, and tea many problems for 
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thcTO a certain ft a ior firrr, c.un. . o..* -•>, 

third clnrc, fourth clacnV 

HR. Tf".?; I’d., on tho rhi 7 -;:«n;' of cn order 

it wan /juot a flat two thirds. Up to fo 

much ? iri over v-O.OU. 

I1J. roe a the ru':h order i.. \?.n 

Ciocic.1 frlivc.V rail? 

Ill, L'J.rf: 'Intro »:ao a f.pooial h-liv. ry 
chr.rp.o i’’ nc-i.t-cno wenitort it, yoc. 1’ «t the jv h ornor 
was a priority ort.^r- intc-nnl.ty. 

ttS. CCihlAhTZ: Oh, it didn't exan »oial 

delivery rail? 

« .• i , U^itX • 1>0 • 

113 . c/.?.LS02I» That rush order, did it ^ct- 

e/.ootly hot; t-ex that ruchod? 

171* L'j:;ix It would &3.t in the front of ti.o 
pile that wo.,lU so.-.o out of the order roo.u. This was 

* *i 

oo'.iOthin'j that we v.eren’t fu...llisr with, one ev^rybo^y 

* * 

elr o in the mail order business teouou to have boon 
doin^ it that way, uo it 1 a somethin;’, we plcUed on 
to do, ar.d it Juet didn't wor.c out i or ua, iu created 
too r ~.r.y problCi'a. 

t • ? pr'Tcrr* 

i:U 9 w . • • 



i’eve you over had a problem with 
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customers being confused as to whether prices Included 
film and processing, or Just processing, or Just film? 

MR. LENT! Yes. 

MS. CARLSON: How frequently was that a 

problem? 

MR. LENT: I guess at the beginning very 

frequent, 

MS. CARLSON: Kcw wa3 that abated? 

MR. LENT: Experience. 

MS. CARLSON: What do you think the confusion 
waa the result of? 

MR. LENT: The confusion occurred,initially 
when we started advertising we started film v/ith 
processing. Originally we tried many different 
titles, how to explain it to the customer co they 

would understand they would get both film and processing. 
And I guess along about three or four months after 
we started doing business, another firm came In and 
started to advertise. And their first name was Foto. 

MS. CARLSON: What was their second namo? 

MR. LEI IT: Mill. And they advertised exactly 

the way we did, only their prlcoo were Just for 
processing. So then our people started to get confused 
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becauoo they thought lotc-Iilll v;as us. And this too 
was one of the decisions that led to Just stopping 

it. 

MS. C/JtLSCh: At any time have your prices 
ever been for Just film, or Just processing? 

MR. LhhT: hot un .11 recently, when it's 
been primarily just processing. 

MS. C/J»LSO:i: How recently? 

MR. S 2 MI 1 IARA: I would say within the last 
thirty days, the transition of not celling film with 
processing, but selling Just the processing. 

MS. CARLSOJ!; Do you anticipate any problems 
from people v/ho formerly have bought iiln and processing 
from you, and now are only getting processing? Do 

you anticipate any problems there? 

MR. LL'NT: They don’t get that. Aa he 
said, with the few orders we're getting, most of 
them aro repeat customers, who have been doing 
business with U3. And we will continue that. But 
Instead of sending them any material with v.’hich they 
can order again, under the new system we'll cend them 
Just a plain envelope with checking process only. 

MS. SCHWARTZ: The prices listed in your ads. 
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are those list prices, abovo or below list price? 

MR. LENT: That's below list price. 

MS. CARLSON: You Just said this, but I'm 
going to at* you again becauoe 1 didn't catch It. 

How muon fox- below $20.00 lo the postage charge? 

MR, LENT: I think It was, when we were 
doing It, It was $1.00 up to $20.00, and $1.50 over 

$ 20 . 00 . 

MS. SCHWARTZ: This ad says $1.0° for undcr 

$20.00, and $2.00 for over. 

IS. LENT: Then that's what It was, $1.00 

up to $20.00 and $2.00 over $20.00. 

MS. SCHWARTZ: There's also a notation 

at the bottom which says, "First claeo return postace 

and handling $ 0 $. 

MR. LENT: Right. 

MS. SCHWARTZ: Can you explain that? Is 

that in addition to the- 

MR. LENT: Yes, that's why it's there. When 

we originally started the program-say, in this case 

the customer would tend ua $1.99, they'd got a roll 
of film and thlc prepaid nailer. And to get thle bac>c 
first class there was a form, cr actually It wao a 


* 
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welcome letter to Foto-Factory in the package. And 
It explained who we wore, what they were getting, 
and also said they had an option to either enclose 
50 ^ for first class, to get the film back first cla 33 , 
or nothing and they would get it back third class. 

How, that created confusion again, and it also 
created problems for U3. Sc we Just stopped it 
completely, and we just charged an additional 50 ^ 
for first class retuzn. So that all cho mall that 
cornea in with the 50 fi gets returned via first clasa 
mail, and if it doesn't have 50 ^ it gets third 
class mail. 

KS. SCHWARTZ: Wouldn't it coat about 16^ or 
32^ to mail back all the film? Why is it 50^? 

KR. LENT: The film will aveirage anywhere 
from 16^ to depending upon the exposures. 

MS. SCHWARTZ: Okay, then what's the difference? 
Do you have to send 50 $ for each envelope? 

MR. LEHT: Yes, 

MS. SCHWARTZ: How many rolls can you fit 
into that envelope, maximum? 

MR. LEHT: Each envelope is for one roll of 

film. 


f 
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MS. SCHWARTZ: And you send $0? for each? 

So that would be £$S? 

MR. LENT: No. 

MS. SCHWARTZ: 16£? 

MR. SEMINARA: The original concert of 
aellins film and processing, at for instance, example, . 
instomatlc film, color film., a 12 exposure roll of 
film was being cold with the processing for $1.99. 

We in anticipation of the deluge of orders that we 
were going to get, knew that the prico v;ae low 
enough to be, and attractive enough to be able to do 
a tremendous volume of business. The voli-uo that wo 
anticipated, that wo are still getting, requires a 
handling, an extra type of handling whicn normally 
a photo finiuhiag laboratory doesn’t expcce itself to. 
The handling of getting It out fast and rushing it out. 
Because we're selling a 12 exposure roll of film 
which normally in a discount store costs about $1.00— 
you can buy it anywheres from 89^, 99t, $1.09, $1.19, 
for the film alone. To process that roll of film, 
the list price on that is $4.90. 

Now, we talk list price because if you went 
to a Drug store, they would charge you list price $4.90 
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to develop the role of film- So in effect you’re 
getting $4.90 plus $1.00 for the mm. I*' 0 roughly 

$6.00 of value for $1.99. If «« t0 ocl1 the 
film at a price, left say a higher price of $3.99 or 

$ 2 .92 we probably would do business, but not as 
much. It wouldn’t require the extra handling, as 
we would require here because the volume wouldn’t bo 

there. 

IIS. CARLSON: So in effect, the extra money 

for the postage Is really for handling? 

I®. SEMINAR A: It's for postage and handling. 

It's a combination of both. 

MS. SCHWARTZ: I still don't understand 

What you mean by handling. I know it’s a trade term. 

Et. SEKIHARA: lie liavo to open thla envelope, 
take the film out, there'a an extra step that we go 
' through which is inserting a reorder form and other 
types of things that have to go back to the customer. 

MS, SCHWARTZ: So lt’a essentially the 
difference is to pay the cost of labor for stuffing 

and opening up envelopes? 

MR. LENT: No. Tha difference ia to pay 

a combination of the coat of our handling plus the 
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£ 

postate. You see, 164 covers only the smallest 
amount of film we got, which is a 12 exposure roll. 

The majority are 20 and 3*'s, and chrome, elides and 
movies. Those go anywhere, as I said, from l6<£ up to 

1-31. SEMIUARA: It all depends on the weight 
of the package. 

MS. SCHWARTZt I understand that, even 
'granting the 48£, I’m Just trying to find out what 
the other 2<p is for. And that’6 the cost for the 
little thing you insert, the reorder form?-and to 

pay the man v;ho opens up the stuff? 

MR. LENTi As he's saying, it*a a handling 

charge for us to handle the mall. Olcay, if you rant 
to interpret it directly, it's also a hedging on 
our part because of the mail rates, 50 {£ ia a round 
figure. Sometimes it is anticipated that the rates 
will go up. And we had a lot of these printed. 

MR. SEMINARA i When we print these, we print 
these in hundreds of thousands. It's very costly. Now 
there happens to be a postage Increase that's going 
to take effect January 1 of this year, thio coming 
We had to anticipate that. 


year. 
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KS. SCHWARTZ i The extra 2<£ to 3 ! 

1e Ju3t a profit? 

MR. SSi-jIXARA* Mo, it's a handling charge. 

/• * 

MR. LL'.liT: V.’e seem to want to interpret it 

an a profit, it 5.6 also a natter—— 

M3. SCHWARTZ: Mo, I don't want to interpret 
it ao a profit. I fir 3 t asked you if it'o to cover tne 
cost of the reorder fora and the Inter, and you caid 
"no." 

/ 

la*. I~L.i: It's a primary charge of 1} pontage, 

* 

2) handling for tin to mail it, and 3) the fact that 
it'a very difficult to have each customer to cond 

48jj, or 24^, or SCtf. 

IIS. Svi« JARTZ: Olcay, but I Just don't under- 

ctand what the handling includea* 

MR, LRi'.Tx The handling includes talcing the 
film in, opening it, labeling it, then at the end 
taking it off, putting it in a separate mall bag 

and mailing it. 

MS. SCHWARTZs Okay, that*u the labor. That's 
the coot of your labor, isn't it, essentially? 

MSI, il,Tj Mo. Wo figure the cost of our 
labor ic a little higher than that. 
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that? 


MS. SCIiTJARTZ: Lut it goes towards paying 


I®. SSMIHARA: It'a stated on the Bailor, 


by the v:ay, 

MS. CCin-.’AuTZ: I*i3 Just trying to get a 
definition of handling. If it caya postage end 
handling, I Just .want to icnow what it covers. 

MR. Si:::in/ulA; Ue try to follow what the 
’ industry does. And nest, in fact, I don't know of 
any that don't use the terminology of postage and 


handling. 


MS. SCJltf/llTZ: I know the industry does 


that. I'm Just trying to find out- 


MR. SEMXIIARA: I don't want to set a 
precedent here as to what la handling and what is 


postage. 


MS. SCHWARTZ: Well I Just wanted to know 


what you meant by it. Eoceu3c I know it's a very 
common term, and I Just wanted to understand what it 
was. And a 1 so since you novj charge, or did charge 
for each roll, eo that would mean that tho price 
for a single pack-—the first line of this advertise¬ 

ment, which is "one roll of Kodak color film with 


4 
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of promotional material and advertising, and each 
type cf mailer used. 

MR. LENT: I've sot basically the two 
mailers. And the only thins that would change on 
thio would be whether it'a a 12 exposure roll or 
a 20, or a 36. But thoae are basically the two 
mailer 3 . The advertising, the format generally, was 
like you have it there. Anything else we put out 
was that format. 

MS. CARLSON: la the Van Huys, California, 
is that still operative, that office? 

MR. LENT: No, v:e closed that. 

MS. CARLSON: When did that office close? 

MR. LENT: June. 

MS, CARLSON: Thio last June, And other 
advertising? I noticed some over there. 

MR. LENT: They're all basically tho same 
thing with different headlines. We have "The Great 
Film Robbery." 

MS. CARLSON: Yea. 

MS. SCHWARTZ: Eofore we go on to that. I'll 
Just mark the two processing envelopes as Respondent's 


Exhibits 13 and C 
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I'-S. CARLSON. If necessary, we can cake 
copies and return those thinga If you want them back. 

ra. LENT. Host of the ads wero the sane, 
weren't they? 

MR. SEI-IIi JAR A: Basically. 

KS * CARLSON. We would like to look over 
those, Would you like these returned? 

m * SHCN ®A' I think I pulled them out of . 
the wrong me. They raay have been ^ ^ 

our permanent record t ■ 

recora r±lcs. I'm not really sure. 

You can make copies of them. 

MS. CARLSON: Chat publications have you 
utlli^eu in the past. In advertising? 

IK. SEIHMABAi We've used the N.Y. Times, 

K ‘ Y * P ° 0t ' P ° pUlCr Photography, Modern Photography, Carte 
Blanche, American legion. Elks, Moose Magazine. I 

would say over 100 other type newspapers across the 
country, and other type of magazines. 

MS. CARLSON: Did you bring any copies of 
any of those with you today? 

MR. SEMINARAi No. 

MR. lent. They're all basically the same of 
what you have there. 
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MR. SEKHfflW Playboy, and a few others, 
p lu3 wo've been on radio, long John Nobel's show and 
Bob Grant show, all the different announcers, and we've 
had our own video tape out which was on channel 9. 
aponsored the race track, the off track thins on 

channel 9. 

ms. CARLSOHf Would it be possible for you 
to make a list of the various placer, that you hate 

.advertised? 

MR. SEKIK/tRAJ Sure. 

MS. SCHWARTZ • y° u havc 0 C ° Py ° f tl, ° 
fee schedule which you have used in the past and are ' 
going to be using for processing only with no flint 

hr. SFKINARA: Yes. 

MS. SCHWARTZ* And this has been the one 

schedule you’ve used all along? 

MR. SEMINARAs That's the one we're just 

starting to use now. 

M3. SCHWARTZ! Tho new schedule will bo 

entered es Exhibit D, Respondent's Exhibit D. And 
how doss this differ from the schedule used in Oe past? 

MR. SEIIINARA: This In fact Is an exact, 
almost an exact duplicate to ono of our major competitors. 
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tiy the name of Beacon Photo, also known 
Value Fnoto. And they’re a Gub3tantlu) 
believe their volume io In excess of 11 
a year. And thia concept io strictly i 
oay 99^ procescing only. That If you 1 
film you’ll 3 end a check or money orde 
and your film will be processed and re 
didn't all come out, a credit will be 
undeveloped pictures. If you want a r 
of 11m, there la a schedule listed or 
envelope, and there's also a price set 
MS. SCHWARTZ* Bow in the p; 


did Ju 3 t processing, did you do any J 1 
did you only do film pluc procecoxn^ 


MR. SEMIN ARA l 

Film and pro 

MS. CARLSON: 

Are you adver 

MR. SEMIN ARA: 

In what res]? 

ao to what? Processing 

only? 

MS. CARLSON: 

Veil either \ 

• 

MR. SEMINARA: 

Yea. 

MS. CARLSON: 

Where are yo 


processing only? 

MR. SEMINARA: That partic 


< ' • 





i 
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would be in Eedbookj I 

can get you the root of the 

► 


nrjr.ro. There' u a fcv; u. 

agazine-G, that X- 

t 


1 : 3 * carleom: 

So you agree to supply us 



with the list of there 

present advertisements? 

4 


13. SEillllA'AA: 

Sure. 


/ 

13. SEMUJAhA: 

Those ads are basically— 

‘ 


this io what they look 

like. That's an introductory 



92,- offer to A eve lope y 

our film. If it'n 12 exposure 

i 

4 

r 


for 99^ and if it's 20 

exposures I believe it's 

t \ 


(2.20. And it's strict 

?„y an introductox’y offer to 



more or less get the customer Into the Poto Factory 

1 

t 


fold. When they send In that film with their check 

• ( 


or money order, they're bounced back with a green 

1 

1 


envelope, which is our 

normal schedule envelope. 

l 


This is the normal way 

of doing buoincos in the photo 

| 


finishing btoinoco, and thlo is the way, let's cay. 

t 

f 

1 


you buy a customer. 


1 

j. 


IIS. CARLO Oh: 

Where does this advertisement 

i 

• 

Y. 

1 


appear? 


r 

• 


I in. SEWIIIAhA: That appears in several magazines 



and newopapex's. 


i* 

.1 

i 

ii 

ii 

i 

i 


i:s. sckuaets 

: This will be entered as 


Respondent 1 a Exhibit E 

• 

1 

¥ 

•r. 

I 

t_ 




MS. CARLSON: Do you emply the services of 


an advertising agency? 

MR. SEMINARA: Yes. 

MS. CARLSON: And what is the name of that 

agency? 

MR. SEMINARA: No longer. You mean in the 


past? 


MS. CARLSON: Or in the past, you have. 


' What was the name of that agency? 

MR, SEMINARA: Forhea advertising. 

MS. CARLSON: Presently do you employ the 
cervices of an advertising agency? 


MR. SEMINARA: No. 

MS. SCHWARTZ: When did you stop using an 


ad agency? 

MR, SEMINARA: About the time that we 
decided to have the transition of the business, which 

was in the last 30 to 60 days. 

MS. SCHWARTZ: And did you use the eamo ad 

agency since tho beginning of the business? 

MR. SEMINARA: No. 

MS. SCHWARTZ : Can you give us the dates? 

MR. SEMINARA: Wo used a Dmaller type agency 


A 110 


by the name of John John’s Group for approximately 
two to three months at the inception of our business, 
and then we changed over to Forbes Advertlf. ‘ns. 

MS. CARLSON: In the past you've advertised 
phone numbers when you were using phono ordering. 

r 

Are you still receiving phone orders at all? 

HR. SEMI!’AhA: Mo, v;e‘ve disconnected the 

phones, phone order phones. 

I®, LENT: There v;ere separate phones for 
the phone orders, and that's been discontinued. 

MS, CARLS CM: When did you disconnect those? 
MR. LENT: That's about three, four, months 


TiOV* • 


Ks. CARLSON: Do you remember the number? 
I®. LENT: 678-4422. 

MS. CARLSON: Presently do you have other 
phonos that are in good working order? 

MR. SEMINARA: Yes. 

MS. CARLSON: Do you receive complaints by 


that phone? 


MR. LENT: Yes. 


MS. CARLSON: Speaking of complaints, number 
five on the subpoena item is records of complaints. 


I 
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requests for refunds received, and records indicating 
refunds paid by Foto Factory. Do you have those with 
you? 

NR. I&IJTx That I don't. V.’e weren't in 
the habit of keeping all records after they were 
considered dead files. Anybody who got a refund we 
considered really wasn't a customer who'd come back 
to us, so X don't know what I have on that. But 

.that we'll look for. 

MS. CARLSON; Generally speaking, in the 
past when you had the volume of business----what 
did you say that was, per week? 

MR. SEMINARA: About 2000 orders a week. 

MS. CARLSONi 2000 a week. About how many 
complaints did you receive a week,/ of those 2000? 

MR. SEMINARA: Well at the beginning there 
were hardly any. X would say for the first 8 months 
of operations, I would cay the complaints were maybe 
less than 10 a week, maybe less than 5. I don't x'eally 
know the exact number. It began to increase aa we 
etarted to wind down the affairs of that concept of 
the buainesc. 

MS. CARLSON: And when it began to increase. 
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how much wore you getting per week, cay it’s greatest? 
MR. SEMUIARA: Fifteen hundred a week. 


these? 


MS. CARLSON: Uhat kind of complaints were 

MR. LTiivTs Uair.ly non-shipment or lost 


ora ci 


j * 


MS. CARLSON: Uhat was the problem there? 
Were moat of these valid complaints? 

MR. LENT: In some cases yes, and some casco 
no. It would depend on each Individual complaint. 

MS. CARLSON: Well just generally, how would 


you characterize? 

MR. LENT: Well v;e had one group of complaints 
which centered on non delivery of a particular film 
item, which happened just about the time there was 
a devaluation. We used to import a particular type 
of film. And then there was a devaluation and then 
all of a sudden It wan no longer available, /aid we 
ran out of the supply v;c had and we couldn't get the 
supply back again, co there were complaints involving 


that. 


MS. CARLSON: Did you notify your customers 


of this problem? 






MS. CARLSON: Will you supply us vith one? 
V.’hat percent of your ecrplaintc come over the phono, 
do you know? How many complaints a week do you receive 

over tie phono? 

MR. LEhr: It's hard to cay because tho film 
business por sc. It's the type of business that if 
you lose a roll of film, or if it's delayed, or if 
a picture doesn't ccmc out, or something like this, 
people write in and they call. And these things 
continually occur. 

K3. CARLSON: You mean the same person IccepB 


oalling? 

MR. LENT: Ho, different peojib. Because you're 
dealing in the mails, end there are things that do happen. 
And poople with pictures, morceo than with anything 
else, get very upset. It always seems that tho pfcturcs 
are an untold value and can't be replaced that things 


•c’.« f 
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like this. 

MS. CARLSON; I was curious a3 to how 
many complaints you received by phono, ho.i many 
by mail, do you receive complaints in person? 

MR. LENT: I really couldn't say. 

MS. CARLC-OUi Do you receive complaints 

1 

In person? 

MR. LENT: Ye 3 . 

MS. SCHWARTZ 1 Can you estimate approximately 
, how much of your business is v;lth New York City 

residents? 

KR, LENT: It's hard to cay. I don't lenow. 
MS, SCHWARTZ: Nell a ballpark figure is 

all right if you Just approximate. 

MR. SEMIN/JiA: It's very difficult. We've 
accumulated, more than a million names in a very short 
period of time that we're in business. 

131, LENT: It's a hard figure to determine. 

MS. SCHWARTZ: Can you estimate out of that 
percentage, what Qmount would come from, I would gucBB 
the busiest boroughs, Manhattan and Brooklyn? First 

Manhattan, do you have any idea? 

MR. SEMINAR A: I'd say Drooklyr. is busier. 
The response is greater X think, out of Brooklyn. 
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MS. SCUWAJVTZ: Are moat of your customers 
fro* Brooklyn? Would you cay the greatest Dingle 
group would te from i^roo^clyn? 

t 

m. SEHI17/r.As Between two boroughs? 

K 

MS. SCHWARTZ: No, total. 

KR. LENT: No. 

MS. SCHWARTZ: Where are most of your 

> » 

customers from? 

MR. SEMIN AKA: All over. It's so spread 

out. 

MS. SCHWARTZ: All over the country? 
ia. SEMIN /a A: All over the country* 

MS, CAULS ON: When you were talking about the 
number of complaints you had, do you consider this 

a normal amount of complaints? 

MR. LENT; One of the reasons wo got out 

of the business of film and processing is tho complaints 
and the normal things that happen with this thing, 
were hurting uo. Whether it'a normal or abnormal, I 
don't know, because I don't Ionov; what other people 
experience. 

MS. CARLSON: What is your policy with dealing 
dissatisfied customers? Say this person from Brooklyn 
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calls and eayo, "I ordered film, I called you or 
I wrote you, and nothing's happened and you cashed my 
chock already." 

IIR. LEM? 1 Well we try and satisfy then 
the best we can. 

MS. CARLSON: Could you be specific. Like do 
you go to the room and look up their name? 

MR. LENT: If we can, and if we still maintain 
the order, we try to look up and cee what happened. 

MS. CARLSON; What do you mean, if you still 
maintain the order? 

MR, LENT 1 Well we don't have records from 
all the way back on hand completely. And moat people 
who call want an immediate answer. 

MS. CARLSON; Oh, you have those someplace 

elee? 


MR. LENT: No, in some cases we don't have 


them any more. 

MS. CARLSON; What happened to them? 

MR. LENT: Well we used to assume that if 
nothing came back within, I'd say a two or threo month 
period, everything wao okay. Wo had a few instances 
where people would call up two or three months later 
and say, "I didn't get it," and it was protty hard 
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to rind out if it v.'as. But if it was a normal thing 
and we knew it was chipped, we’d tell them when it was 
shipped. If it wasn't shipped for corr.o reason, or 
it was misplaced or something, we would g<£ it 
chipped, and we'd take each one, one at a time. 

MS. SCHl'ARTZ: You did keep records of the 
date that the orders were shipped out? 

MR* LEMT: In come cases, yes, 

MS. SCrMARTZ: In what casco did you not 
keep records? 

Ml. LENT; In any business it depends on 
the rush. As I caid before, wo h*ad a lot of turnover 
in people, and we were trying to be 03 efficient as 
possible, but a let of times it didn't happen. 

MS. SCHWARTZ: If someone complained, and 
your records indicated that the order had been mailed 
out, did you put a tracer on it with the Post Office, 
or try to investigate the possible mishandling by the 
Poet Office at all? 

MR. LEMT: V.’e trio:] that, but it doesn't 
always work, because the tracer system is ouch that the 
Po3t Office goes to the person and said, "Did you get 
it?" And they said they hadn't. - •:* 
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MS. SCHWARTZ: How many times did you try 
that system before you decided it didn't work? 

MR. LENT: Well it happens to be the only 

system available, and It'D still what we use. 

MS. SCHWARTZ: Oh, you still use it? 

MS. CARLSON: Who do you contact? 

MR. LENT: We'll send a tracer form. They 
have regular forma. We do the sane with UP-. There 
is no other way to do it as far as we know. 

MS. CARLSON: What v;ould you cay are the 

percentage of complaints that are resolved/ 

MR. LENT: I'd cay 80& 90£. There are always 

people that we are not going to bo able to resolve. 

MS. SCHWARTZ * VJhat would bo the reasons that 

you couldn't resolve them? 

MR. LENT: Either we didn't have a record 

of shipping the order, or wo didn't have a record of 
receiving tho order, or wo know the film vac cent out, 
we didn't get it back, or we knew the pictures were 
cent out, or we didn't get it back, or we developed the 
pictures to the beat of our ability, and people didn t 
think it was the best of our ability. 

MS. CARLSON: Did this happen more with 
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ordering film, undeveloped film, or more with 
pictures that had been developed and were sent to you 
for processing? 

HR. LENT: It was a combination of the two. 

MS. CARLSON: Which would it happen v;lth 
moro, do you know? 

MR. LENT: I would say it was equal. 

MS. CARLSON: When you caid SO# resolved, 
how vrere they reeolvc*d? 

MR. LENT: Either the order is replaced, or 
it's found, or the pictures are found, or a refund is 
issued. 

MS. CARLSON: Do you keep a list of complaints 
that are unresolved, or of dissatisfied customers, 

or anythin 3 of that sort? 

MR. LENT: Not. a listing, as they come in 
we just try and resolve them as best v;e can. 

MS. CARLSON: And if a refund is in order, 
how soon after a refund is decided upon, are 
consumer's told that he will receive a refund, is 
that refund actually made? 

MR. LENT: I'd say the maximum is about 
five to ten days. 



•> 
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I'S. CARLSON: The maximum is five to ten 
days? Has it ever been longer than that? 

MR. LENT: In cone cases. 

NS. CARLSON: How long has it been? 

NR. LENT: It v:ould depend on the individual 

CO lG • 

MS. CARLSON: Could you give nc an utter* 
utter maximum? 

MIX. SEMINAR A: Nell it might have some 
occasions where it could end up in a month, or two 
months, or three months. It depends upon the type 
of complaint end what's involved. Lecauee if we 
have a. record of having shipped the merchandise, it 
takes that long from the time the customer requests 
a refund for us to satisfy our records, that he hasn't 
received the shipment. Vie send out a tracer, by the 
time the Foot Office comes back, gives us an answer, 
it's quite intricate because wc don't want to lose money 
on it, if we can help it. We wait for certain packages 
to come back undelivered. We find a lot of packages 
are rifled in tho mails, a lot of packages are lost 

% 

in the mails. 

MS. CARLSON: When you receive film, what is 


I. 
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% 




61 


\r 


121 


the maximum time it takes from the tlr.o you receive 
it -to the tame that it'3 developed and cent back? 


MR. SEMINARA: Normally it takes ?2 hours 


in the lab. 


take? 


MS. CARLS OR: Uhat is the naxir.ua it could 


MR. SEMIN/HA: Recently we've had a change 


over of chemistry,in the introduction of the pocket 
cyctem hao brought about a complete change over in 
the cheatatry of color processing. And that change 
*//er created delays on all photo finishers. 

MS. CAULSOH: What kind of delays, how 
long? Six weeks? 

* 

MR. SEMIN/HA: At least. 

MS. CARLSON: Did you notify customers that 
there would be this delay? 

MR. LENT: We tried to do it when business 
v;ae the slowest, which wa3 the last couple of r.onthc. 

MS. CARLSON: How ic that done? When it 

* i 

c ernes into-you immediately sand them out? 

MR. SEMIN/HA: Well it's like this actually, 
we'll get in the new pocket film for instance, and that 
capacity of tho machine--the normal thing to do is 


■ / 


. > 

. v 




H 


62 


1 


V 


o 


to splice one customer's roll with another customer's 
roll'and so forth and so on. There are machines that 
coot $14,000 to pre-splice that work, and there are 
machines that cost $2,000 to pre-splice that work. 

That's depending upon the finances of the company, 
which machine they want. The one that cost $2,509 
can splice 200 rolls an hour. The one that costa 
$14,000 can splice 2000 rolls an hour. And we 
try to go as fast as the machines can go. And not 
only that, but when you have an employee working on 

that machine there, that's not in full operation-— 

when you cay 200 rolls an hour theoretically, the 
person who's standing at the machine, eight hours 
a day, it's two hundred rolls an hour. But then the 
mind wanders, and you think of this and that. The 
actual capacity drops down to about 150 rolls per 
hour. The machines are geared to do so many rolls per 
hour, again, this is one of the reasons why it's better 
to see what goes on behind the scenes. 

MS. CAkLSOkJ Right, but getting back to 
what I started out with, are all people notified if 
it's going to be over say, six weeks? 


MR, SEMIMARAi Mo, but what we do is print 
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up n delay notice that goes olon^ when we do finally 
Gcr.d the pictures out. ■% 

MS. CARLSON: So they don't know the pictures 
arc- goins to be late? 

MR. SEMINAR/.: Mo. There's no way. 

MS* CARLSON: Roes that strike you as a 

probl* era? 

MR. SEMINARA: No. It'D a problem in that 
it's an evil of the business, and it's an accepted 
evil. In any service business and in any service 
organisation, you run into that typo of problem. 

MS. SCHWARTZ* Well we would like to give you 
a copy of Regulation 8 under tho Consumer Protection 
Lew, which deals with mail orders. And it specifics 
what procedure is to be used if an order is coins to 
take more than six weeks. Are you aware of this 
regulation? 

MR. LENT: What does it cay? 

MS. SCHWARTZ: V.'oll I won't bother to read 
it because it's fairly long, but the essence of it, 
is that If you cannot fill an order within ulx weeks, 
then you must notify the customer and give them tho 

option of cancelling or reordering or telling them 

\ 



how much longer It's going to be. 

HR, SEMINARA: I v/as talking about procca3ln 

pictures. 

IZPi. LENT: When he said six weeks, this 
wouldn't affect too many people. It was centered on 
one type of film or something. 

MS• SCHWARTZ: But I would like you to have 
a copy of this regulation* Were you aware of It prior 
■to today? 

MR. SEMINARAI No. 

MS, SCHWARTZ: Then you aro now on notice 
of the procedure that is expected for Now York City. 

MS, CARLSON: iiave you met with any other 
lav/ enforcement agencies or business agencies to 
discuss complaints you've had recently? 

MR. SEMINARA: Yea. 

MS. CARLSON: And what are those agencies? 
MR* SEMINAR A: Federal Trade Corianlsclon, 

Attorney General's Office, Consumer Affairs of Nassau 
Comity. 

? MS. CARLSON: Could you explain-we have 

had affiplulnto about certain charges that wero made 
on peog^l^credlt cards, charge accounts. Could you 
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explain exactly what happened here? 

M3. SdIV’ARTZ: Hell basically what it ic, 
ie they caid they charged one order and a cotvnlo 
of months later they got another bill for an order 
v;«oh they didn't make. j 

i 

MR* SEMIHARAs This was relative to an 
introductory offer? 

MS. CARISOUs Yos. 

KR. SEMIUATIA: Recently we had a promotion, 

I would cay about a month ago, a month and a half 330 , 
an ^ V:G yan a prorrotlc n on radio, this wan ono of the A /6 
last promotions that was run on the old Foto-Factory 
concept. And we wore actually deluded with orders, 1 

and we turned it into a cor.putcr~tape• ?he tape came 
back with a print out of customers, \/hat we did was, 

ij 

we chipped out -this io what an introductory offer 

1 

looked like. It was four prepaid envelopes, which 

has a valuo of $22.10. The value meaning that, you 

may send in your roll of 12 exposure film, any 12 

exposure film, get it processed free of charge. Y/hen 

I eay free of charge, ln^th at It 's already prepaid •’ | 

wh en you pay for it. 20 exposure, there wero two 

1 1 I 

envelopes, and then there was one for super 8 , This 
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was the value of $22.10 was being offered for $9.95* 

MS. SCHWARTZ: Can we keep this also, and 
enter It as an Exhibit? 

MR. SSSKUIARA: Sure. 

KS. CARLSON; These went to customers who 
had fomerly ordered film from you? 

121. SEICTN/JiA* No-well, aa it turned out 

yea, but not because of our doing, but because— 

KS. C/iTw—OHa It v;aa not your intention? 

( 

KR. SEMINARA: Out Intention was, to ship 
people that had ordered it, and in effect a raix-up 


of computer tapes occurred and a print out of older 
customers, or people that were on our records before. 


were chipped an Introductory offer, while -—-and 


the whol e thing v.'as_nlxed. w±tii_gustcmerc that ordered 
it. Now, what we've done, v;e made a printout of those 

people) we don't know how many people--everyone was 

shipped. Wo don't know how many of those people lad 
got this introductory offer were people that weren't 
supposed to get it. So what wo did was, wc made 
a print out, a computer print out of all of the people 
and we're in the process now of sending them this 
letter, which was prepared by a bank) they're cooperat 









ing with ua to try and get it straig'ntenb'out. 

MS. SCHWARTZ* Respondent's Exhibit F will 
be the offer which v;aa mailed. And respondent'o 
Exhibit G will be the letter that you've Just cent 
with the tank. 

MR. SEHINARA: This la the letter that is 
being cent to the same consumer that received the 
Introductory offer. Whether ho ordered it, or whether 
he didn't order it, the letter explains what he should 
do in cither event. And we're getting full cooperation. 
This lo why we've recently been deluged with complaints; 
that's one of the reasons. 

MS. SCilWARTZi What charge accounts do you 

accept? 

MR. SEMINARA: None at the moment. 

MS, SCHWARTZ: None at tho moment, but you 
did formerly accept charges on American Express, Master 
Charge, and Bank Americard, Is that correct? 

MR, SEMINARA; Right. 

I!S. CARLSON: Did you also accept Diners Club? 

MR. SEMINARA: Yes. 

MS. SCHWARTZj Do you have an account number. 


oo that when somebody gives you their account, you send 
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in the order to Master Charge, and your account Is 

credited? Is that how it vrorlca? 

MR. SEMIRARA: The way it v;orks is, the 
customer gives us his account number, the nemo ond 

address and when hio card enpxru-^* Cc,:i ^ 

not hio card, but a clip io written out which is a 
debit clip, cent to tho t ana la credited to our 
bank account, and it's charged to hie account. 

MS. scilU/uiTZ: Y.’hcro do you have bank accounts? 

i 

MF. SI’MlIiAEA: 1'3 have several tank accounts, 

because Of the bank th::t v-o hove. v.o still contain 
a relationship In thst v.'Q have to str ol£;htg_n_fiUt-tUi£. 


r" 

p roblem. 

MS. CAPtLSOM: Okay, number seven io tho 
bank name, address end account for each bank account 
hold by Foto Factory in the subpoena. Do you have those 
here? ’/ou agree to present those? Did you clso 
bring copies of records, books, ledgers, profit ana 

loss statements? 

MR. ISICTi Ko we didn't. 

M3.*CARLC0?-:: That v?<? will agree to bring 


too? 


ns. SCKW/JV/k; Or at least lot us examine 
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then when we visit, If ncccscary. 

SEi-JIUARA: Sure, That would bo a lot 
totter, because we'cl need a truck to bring ell the 
stuff. 


SCIZ! i/.r.TZ: Did you oay that you had 
a million nar.es of customers? 

i-l. SEiiiic/JiAs V.’o have on tapo under a 
m illion at thls polnt. Thera might be more at this 
point, I don't know. l.'e've never chocked It. 

Hi. CARLSOiJ i How many Introductory offers 
were cent out, total? 


if*. SEHINARA: The maximum it could have 
teen was about 11,000. Now we've advertised in like 
0Vcl ‘ 3 C0 radio stations throughout the midwest . 

13. LECTi It should bo pointed put that 
that maximum, that not all the people were charged, 

13. SEMINARA: Right. 

I3. LEHT: Because when the error was found, 
there were no more chains. But a lot of the orders' 
vere chipped. In fact all the orders were chipped, 
but not all the orders were charged. 

fIR. SEMINAR As Tho most Important thing 
here lc that we're trying to get buck with this letter 
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the photo finish in .3 mailers that the people were cent. 
Uhat is happening is that the customer is calling 
uo back oaying, "I didn't order thlo, I don't want 
it, ant* X never ordered it." And go he'll go to his 
bank, the bank will charge our bank account. So 
we'll credit their $9.95. F^mwhij ^thoy're not 
r rncMr.,^ t.-fk f.h- ; ..IXr.rs^ Those mallcs have a $22.00 
value. And co we're getting bag3 and bags and bags of 
•film to be developed that wasn't really paid for. 
f x'hio 1 h the problem that wo'rc facing. 

MS. CARLSON: At this point, how many people 
have unresolved complaints as to nondelivery or have 
delayed delivery of either original film orders or 
of developed fill..? 

MR. SEiUNARA: Segregate it. There might be 
film and processing orders in the house now that 
we're filling. 1 would cay roughly we'd ectimate 
about 2^0 to 300 orders now, are outstanding, that 
ere being filled. There are thousands of orders that 
wc got in the past. Y.'e're down to about 200, 250 
orders which I'm in the process of purchao5.ng the kodak 
film to satisfy thoae consumers. As to outstanding 
processing orders, I would say there were roughly 
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4000 i’oll3 of film v.'ithin the pact week that we 
processed. And I'm processing at the rate of about 
2000 rolls a day. Each day we get In 1000 or 1,500 
rolls. It v;ould be difficult to determine. 

KR. Lb:;T: As far as that film, by the end 
of next week, all of It should be out. 

MS. CARLSON: But of course you will— 
v.t. it until the regulation, but I'm cure you will 
be anxious to inform any conoumer-3 of any delay after 
six weeks. 

I-Ih. £ "LUNAR A: On the orders of the film 
and the proceasing----ace again, being that you're 
not familiar with the film and processing, meaning 
that you haven't gotten the film yet from Foto Factory, 
those orders are down to a nominal 200 or 250 orders. 
That would probably come under this direction, which 
Is correct. And we’re talcing care of that and 
winding it down. Those orders we're getting in about 
10 or 15 a day, and as they're coming in, we're pudlng 
them right out. A3 to the processing only, that 
generally should bo in the house 72 houro, at the 
maximum. 

MS, CARLSON: If that is delayed to a groat 


I 

I 

I: 



extent, would it not to perhaps advisable to send 
the same kind of delaying notice. 

MR. SEMINARA: It's generally not. 

MR. LENT: V.’c‘ve never experienced that. 

This change of the chemicals at the same time the 
machine broke down is out of the ordinary. We've 
never experienced that. There will be isolated cace3 
of it yes, but not on a general case. 

MS. CARLSON: Have you ever hoard of a 
place called Photo Town stores? 

MR. SEMINARA: Yes. 

MS. CARLSON: Could you tell us what that 
is? 

MR. LENT: That was a group of stores in 
Long Island, and we processed for them. In fact 

I was associated with Photo Town stores. 

MS. CARLSON: So Foto Factory did processing 
work for Photo Town stores? 

MR. LENT: Essentially what happened was, 
Foto Factory was a processing plant for Thoto Town 
stores, and Photo Town stores paid Foto Factory. 

Photo Town stores closed, and currently-- 

MS. CARLSON: When was that? 
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MR. LENT: About a year ego I think. ! 

MR. SEIH1TARA: A year and a half. 

MR. LENT: /aid any outstanding processing 
from Kioto Town stores, Fotc rectory is processing. 

MS* CAELCON: I ceo, t,o just at the very \ 

beginnin3 of Foto Factory were they pracecdig for 
Photo Tovm stores? 

HR. LENT: Yes. 

MR. SEKHIAEAs We're still cutting in nail 
to this day, from Fnoto Town customers. 

MR. LENT: The majority of the Photo Tovm 

stores by the way, processing vras you call, over the 
counter processing, where the customers would bring 
the pictures in and pick them up at the store. We 

1.' 

also have that, which represents quite a bit of money 
that people never picked up, and they were notified 
two or threo times. 

MS. CARLSON: These are processed films? 

MR. LENT: Right. And that's been paid for) 

the customers have not paid for it. Y.’c tried to recover 
some money from that, but we weren't able to. 

MS. SCHWARTZ: And the film was actually on 
your premises? 


1 
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MR. LENT: I havo come of it, and come 

of it we’ve notified to some people, and they've picked 
it up. 

MS. CARLCCn: To your knowledge, vrere any 
customers charged on their charge account more than 
once for these introductory rra.5 2.or3? 

« 

KR. SEMIHARAs l.'ero the custom/ rs charged 


more than once? 

113. CARLSON: \fnat I noun is, there was 
a $3.95 chaise for three nailers, is that correct? 
m . SEilli;AT./;; Right. 


iw • .« » •> w* V L 1 . • < j V 

any instances where tautomers were char 
one week and $9.95 the next? 

KR. SEMINARA: It's possible 


you Icnov? of 
3cd $9.95 


because the 


tapes were ao rained that that same customer ! a., name might 
have been on one tape, and night have appeared on 
another tape. Became we kept tapes according to, 

I don't knov; ho\v_ it was done, nip code? 

KR, LENT: It'a a combination of zip node 


and name. 

MR. SEMINARA: And if the customer reordered 


we never extracted his name from the lists, so it's 
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possible. ‘ - - ..- 

. MS. SCHWARTZ: If wc wanted to get a copy 

of you? lict of customers for the last two months, 
or the last month who lived in New York City, then 
it would be fairly simple to have it run off, if 
we paid the expenses? 

MR. CEKINARA: Sure. 

MS. CALLS ON: Could you tell me ----- 

MS. oCNWALTZ; What if we didn't pay the 

expenses? 

I-L>. CALLS ON: l.'hot i3 Bike Factory? 

I-R. LENT: Like Factory? 

MS. CARLSON: Yes. 

ML. LLL^T; Bike Factory was a business that 
we tried to start a long time ago. Wo bought some 
bikes and we advertised the bike, and we sold a lot 
of bikes. The guy who was supposed to get us the 
bikes didn't come through with the bikes, so that 
lasted two weeks. And what bikes wc had were shipped, 
and the other customers wore refunded. 

MS. CARLSON: Now, is thero any reason ior 
the name Foto factory or Bike Faotory, or something 
of that nature to appeal’ on any kind of receipts or 
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charges for* film processing or film ordering? 

MR. LENT: No, other than the fact that 

come of the money that was received from Bike Factory 

essentially was Foto Factory. It was just another name, 

and It r.r.y have Gone through under the name Foto 
l 

Factory, Bike Factory. 

^ MS. CARLSON: Ig there an accoun. under the 

name Bike Factory at this tine? 

IQ. LT.kf: Mo. 

MS, CARLSON: When v/ao that account closed? 

MR. LLl'.Is That was never an account really 
v;e Just v:anted the customer to knew it was Bike 
Factory. 

MS. CANL-.uki Was tnat name ever u3cd on 
chargo accounts? 

MR, LEhT: It shouldn't have teen. It nay 
have, if the thing said Bike on it, it nay have caid 
Bike Factory on It. 

MS. CARLSON: And who was in charge of the 
Bike Factory? 

MR, LENT: VJell I guess I was for the two 
weeks it was thero. 

MS. CARLSON: And who else was involved for 
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those tv;o weeks? 


H 






MR. LENT: All of us. 

MS. CARLSON: The entire group that's 


Involved v:ith Poto-Factory? 

MR. LENT: Everything was fine except we 

couldn't get any bikes. 

MS. CARLSON: Just a few more questions X 
have. One Is, when charges are made over the phone, 
what person, by name, fills out the forms? 

MR. LENTx There are Just any number 


of girls. 

MS. SCHWARTZ: Women. 

MR. LENT: I'in sorry. 

M3. CARLSON: Employees. 

MR. LENT: Employees. /aid no particular one 


individual. 

MS. CARLSON: But now you're doing nothing 
by phone, is that correct? Or except to receive 
complainta? 

MR. LENT: In fact we're Just changing our 

complaint phone this week to th e mu in number. 

MS. CARLSON: What number is that? 

MR. LENT: Wl. t <L„ 
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consumers 


143. CAHLSOI': Have you cvc-r heard Iron 
that they’ve had trouble setting through 


to your phone? 

HR. LEHY: Yea. 

IIS. CARLSCK: So now your business 1 b totally 
through the nail, Is that correct? 

HR. LEU?: Basically. 

MR. SEIIIIMT.A: Yes. 

MS. CAKLGOU: Previously when you did it 

by phono It v:ao called Foto Fnone? 

M3. SE: III JAR A i That was another trade name, 

yeo. 

MS. CARLSON: Could you explain that? 

MR. SEMINAR A: Well v/e thought that a 3 long 

aa the Foto Factory concept was working at the beginning, 
yjg thought that It would be a good Idea to uco another 
type of trado name that might be a more catchier type 
thing where people might understand more readily. And 
ue came up with the name Foto-Fnono, and it didn't 
make any difference, they didn't understand anyway. 

MS, SCHV.’ARTZ: Have you ever used any other 
trade names besides Foto Factory, Foto Mato, and Foto 
Phone, excluding Bike Factory? 
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I®. SEKEi/JM, t'o. X don't think no. 

£ 

I3, C/aKOi,s Dla you at one time have 
problem with camerce, the ordorln 3 of cameras? 

C° n ““ M —at which were not available? 

‘IH. LEI,’?: Right. 

KS * c/u,LSQiI * Has that been resolved? 

13^. LEKyj Yea. 

CARE5CH: Cot'J you explain what happened 
and how it haa been resolved? 

.3. LEiiT: What had happened la, we figured 
if we could cell .people the iiodak inntaaatlo camerae 
at a low price they would coco back to ua for proceeding 
S° we bought cone cat.area and we started advertising. 

And we were tailing then at $1.00 or «# above coat, 
in order to get that cuatoner to bu. from ua and then 

tend the film into us . A11 of . Budden ^ 

id not Lecone available, and wo were Just a little 
late in stopping the advertlalng. 

US, SCHWARTZ: How r^iny days? 

ra. 1B.T, A good part of our advertlalng waa 
done three nontha in odvanea. So that occurred 

elp^liy, I d aay December, January and February, 

I think, and that's all been reeolved aa far ao I know. 


i 
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IiS. SCir./ADTZ: V.'ell how many clays after 
you- know you couldn't get the cameras did the ad3 
run? 


i-2i. ir. 
tha> we couldn't 
either they're c 


dd 1 : V.'ell we never knew specifically 
set the cameras. It v;ao always 
o.ains, or it's an allocation, or things 


like this, 

AWp 

have realized 
the orders. 


.bC/i.’AMTZ; At some point you rr.u3t 
you were not coins to be able to fill 


IIR, Liu. ,r f: I really don't knew at what 


specific point. 

M3. S 
you the cameras 


CIIWAHTZ: When they kept promising 
and they didn't come, did you continue 


the advertisement. 

im. SKMINARA: These are magazine publications 


and you close on let's cay for arguments sake, this 
is November, we night be closing in the January issue, 
which will break around the middle of December. So 
we’ll close that issue now, and it won't break till the 
middle of December, and that will run for 30 days 
after. So if we found out, for arguments sake, in the 
middle of December, we couldn't get cameras, there was 
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£po way you could stop It because they'd gone 
to pr-ess, 

' > * 

KS. SCHWARTZ: Did you advertise the cameras 
in other mediums besides magazines? 

HR. SZMINAEA: When we found out wc couldn't 
get cameras, no. 

MS. SCHWARTZ: l.’hat 1'r.i trying to find out is, 
that when you found out- 

MS. SZKINAEA: V.'e stopped. 

KS. SCHWARTZ: The clay that you found out? 

MR. SEMINARA: Sure. 

MR. LENT: Yes, but there was never any 
ono particular- 

ME. SEMINARA: The point i3 very relevant now 
v;ith the new Polaroid the SX 70 camera. Everybody 

1b advertising it, and right now we know-wo 

don't sell Poloroid cameras, but I happen to be 
very familiar with it, in that the dealers are on 
allocation. Even if your name is E.J. Korvette, you'll 
get 12 cameras, and that's it. And maybe next week 
Poloroid will turn around and say,"Okay, I've got 
24 more cameras for you." So from ono day to the next, 
you never know what their production is. At Kodak v/e 
ran into this problem last year, towards the end of 
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lant year with the new pockc-t camera. 

MS. SCHWARTZ: All right, let me Just be 

clear on this. When did the advertisements-in 

what issues did the advertisements appear? January 
and February? 

ER. SEMIN All A: I would say the bulk of this ■ 
occurred last year, and night have flowed over into 
1973* but I don't know if it v:as a great deal. 

MS. SCHWARTZ: And during what period of 
time did the negotiations for the cameras with Kodak 
continue? 

MR. SEMINAR A: V. r cll we still try to get 
cameras from Kodak, but now it's not so bad, but I 
think It was pretty tight as late as May and June of 

this year. 

MS. SCHWARTZ: Well for this particular offer 
I'm talking about. 

MR. LENT: On that particular offer there were 
five or six different models. And our big trouble came 
in two models, I think. The rest of the* stuff we 
were able to ship pretty much on time. 

MR. SEMINARA: They were having dlffuculty 
filling their own production, and Kodak finally discovered 
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of a sudden that they have what 13 known as a 
slush fund. Even though the dealer is on allocation, 
if there are problems of filling an order to a dealer, 
who have to really bo nailed to the cross to get 
the delivery. So when we finally told them that 
In deaparation that wo want delivery, because wc*rc 
having problems to get these cameras to the dealers—— 
to the consumer, Illke and I even went to Chicago and 
spoke to the Kodak representatives out there, and there 
is when wo started to settle the problem. 

MS. SCHWARTZ: Okay, now when did you pull 
those ad3 out? 

HR. SEMINARA: We stopped advertising cameras, 
I would say, the beginning of thio year. 

MS. SCHWARTZ: January or February? 

IIR. LENT: The February isoue. 

MS. SCHWARTZ: The February loBue is the 

last one? 

MR• LENT: I think so. 

MS. CARLSON: In the past have you used a 
toll free phone number? 

\ 

MR, LENT: Yes. 

MS. CARLSON: Alb you still using one? 



1 ** 


ME. LEST* That was discontinued about 


six months ago. 


II3. CARLSONi For what reason? 

KP V# LFETs It was too expansive and it wasn't 


getting us results. 


M3. SCHWARTZ: When did you go to Chicago 


to talk to Hocak? 


Ml. SLIUNARA; March. 

MS. CARLSON: Have there been any problems 


with some luclto franco? 

Mil. LENT: I don't think so. 

13. CARLSON: What was the arrangement where 

customers received Incite frames? 

Ml. SEHIHAHA: That was in our introductory 

offer. 

MS. CARLSON: Could you explain how that 


worked? 


ME. SEMIN/iFvA : That was an introductory offer 
on our photo finishing mailers wlch was for $2.99 and 
might have bee, if I remember, I think it was two 
12 exposure mailers, or one 12 exposure mailer with 
a lucite frame. 

IIS. CARLSON* In other words, if they sent in 
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film to be developed, they would receive a lucite 
frame? 

MR. SEMINARA: No. If they cent in $2.99 
or if they called in and wanted us to charge their 
account for $2.99, we cent them an envelope which 
entitled them to develop free, it wasn't Iree, they re 
paying for it, but the mailer in itself represents a—— 
if they were to lose it, they'd be losing $2.99 in 
fact, not $2.99, tney would be losing the value of 

the 12 exposure mailor, and they were getting the 
lucite frame with that. 

MS. CARLSON: Do you Intend to try and 
make reparations or amends so to speak, cs far as 
the problems that people have had v;lth Master Charge, 
or Bank Araericard? 

MR. SEMINARA: We have been in touch with 
the Bank Amerlcard and Master Charge security divisions 
and they are fully cooperating with mo, and I am 
cooperating with them. Now we intend to straighten out 
every one of these problems. It's going to take a 
little time, but one of f.Mpp-** wo started 


to do was we made a print out by all the nam es that 
were affected by this recent mlxup, and everyone of 
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these people are getting that letter that 1 presented 
to you'before. That letter tells the customer that 
If in the event that their name was in a mixup with 
a computer, they may have received an introductory oifer 
y;hich they didn't order. That order should be returned, 
and of course, v/hen they return It, t.icir account 
will be credited. If on the other hand they cold uso 
them, then by all means keep them. The letter in 

. i <- 

lteelf was drafted by Master Charge bank manager. 


And this is what wo're using, and wc 'rc working with 
them. In fact I'm also working along with the 
Federal Trade Commission, because they're getting 
complaints, and I'm in full cooperation with them. 

MS, SCHWARTZs la this letter being cent to 
Bank Amcricard customers also? 


affected. 


MR. SEMIWAR A: Everybody. Anyone that v;as 


MS. SCHWARTZ: Are you still allovjed to 


accept charges on the four accounts that you used 


before. 


MR. SEMINARA: We're allowed to accept charges 


i n Master Charge, but we've discontinued charges, period, 

V_—--- ' 

Only on Master Charge. Bank Amerleard is coming down 


I 





to coo mo Ifondsy. I could, but I don't want to, and 
In effect ono account was closed down on us because 
of tbo problem. And it'c not a natter of the fact 
whether we want to or don't want to, it'c a natter 
of the fact that v:c have discontinued charges, Totaly 
because of tnc fact that we're not in that business 
any more. 

MS, SCHWARTZ.: So you don't accept Master 
Charge any more? 

Mu. SEMINAR A: Or EanJc Amcricard. 

MS, SCHWARTZ: Or Danic Anaricard, or American 
Express, or Diners Club? 

lift. SEMHIAT.A* Mo credit cardc. 

MS. SCHWARTZ: Could you toll ire the name of 
the person at the F.T.C. you're dealing with? 

MU, SEEIMAMA: Mr, Angelo Pro3tl. 

MS, SCHWARTZ: When you did send out film, 
did the film have a date after which the film was 
no longer good to uce? 

MR. SEMINARA: The film is sold to us v;ith 
a date. In coinc caoec it's considered short dated 
If it has six months life or four raontho life, and 
in come cases the normal dating on dor film is 



1,’hon we run specials. 


generally eight to nine i 
we run a special on a pa: 
it ’b conething that v/e e; 
they might be stuck with 
they cr:t:D to us cr.d they 
buy this film an \ offer 
we did that, and we lowc. 
the conn tuner a great buv 
It helped ub. 


.4 « 

• •1,1cular typo of film. If 
an Ley, 8ay from Fuji film, 
loco roll.a of film, and 
cold, "Y.’culd you like to 
jt to your consumer?" And 
red the price, and It gave 
, and it helped Fuji, and 


IIS. CCik'/iiTZ: 
that only had a nr.ort 1 
HR. r.h'IIJ/.CA: 
MS. SCHWARTZ: 


lY.a that usueely the film 
fe left? 

Yea. 

What la the normal over the 


counter life in & regular price? 

MR. S’THNARA: Color film la generally 
about nine or t'.jelve nonthe. It all depends cn the / 

type of film. There'o n color film for pictures and 
there'c pictures for slides and then there's for movies. 
And c-ach one Kodak establishes by law, it has to 
establish a certain iife _or the film. Now that doesn't 
mean that the film in no good after the date. You can 
use the film ten years later, aa long ae it'n kept. 


MS. SCHWARTZ: And your advertioemento didn't 




include the life of tne file? 


MR* SH.‘11.*TAR: It' s not normal to do that. 

MS. SCIi. iJiTZ: I s ci Juot aching. Okay, 
but let eo Just bo clear. When you cent the film out 
It wca preEur.it ■./ in a package vhich was stamped by 
Kodak or Fuji ’.:ith the date. I Just want to be our“ 
that the people who n,.t film lane;/ tie date that 
it woo-- 


MR. 3EMUTARA: Ch cure. It's always nola 

that vay. 

MS. SCir.’ARrZ; It*a otar.ped on the package. 
But X Just wanted to bo cure that it was sent in 
that sort of package, rather than your own. 

MR. SEMINARA: Ycc. 

MS. CCIIW/JV Z ; I sec. I'd Juot like to &i\ 
you an opportunity, c *: of you an opportunity 

to oay anything else you feel io necessary to clarify 
the record. 


MR. SEHINAuA: Well only that I want to 
reiterate that v/e'ro in full cooperation v.'ith any 
Con owner Affairs division, and I v/ould like to invite 
you young lQdica out to our plant do that you may 
review what Foto-Factcry is all about, and you can 
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got a better insight of v.hat f.c hary.cnins. 

KS. CCK'dAP.TZ: k * a ln - for the record, I'd Just 
like to repeat the thin \ ich w:’ve not sot today, 
which you've agreed to : -ply us \ fth. Mow there’s a cqy 
of the Certificate of I * copy of the order 

foms you sent out to . . *c v. ■ ; ;.kcd for the, the 

■ 

places that you adverti ' I n - J now, complaint 
flic 3 . I guess we wc at t -..hen we 

cane out. And a copy of -!.c .1 . lor which you 
sent to people when y ■ r.- o o"t of film supplies, 
and tho bank account r.. . re. 

KG. CAKLSOII: Plus copies of records showing 
names, addresses and til r :-f Feto Factory 
officers, stockholders and employ os. Lists of the 
places of advertiser ' ’ prove Mcr.al i. ter laic, 

both before and after • o: -sc'.national change. 

And either original copies, or access to books, records, 
lodgers, profit and loan statements, or other materials 
revealing Foto Factor!* prefi .;:d/or losses. 

HS. SCHWAI-ITZ. Okay, any further questions 
or statements? This hearing is concluded with our 


thanks. 


(Whereupon this hearing was concluded) 


TT 
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EXHIBITS 

Pace 

Respondent's 


A 

Advertisement 

23 

B 

Processing envelopes 

^4 

C 

ProcessIns envelope 

44 

D 

No-w fee schedule 

46 

• E 

Ad for processing only 

48 

F 

Offer which was mailed 

67 

0 

Latter of explanation 
from Banlc 

67 
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AFFIDAVIT OF MAILING 

STATE OF NEW YORK 
COUNTY OF KINGS 

EASTERN DISTRICT OF NEW YORK, ss: 

-EVELYN_C9HEN_, being duly sworn, says that on the J.5th_ 

b day of-P_QCeJnber. t _X975__, I deposited in Mail Chute Drop for mailing in the 

U.S. Courthouse, Cadman Plaza East, Borough of Brooklyn, County of Kings, City and 

State of New York, a Go vernment 1 s Ap pendix _ 

of which the annexed is a true copy, contained in a securely enclosed postpaid wrapper 

directed to the person hereinafter named, at the place and address stated below: 

Albert R. PincusL^ELsq*-Rober:t-Rivers-,--Esq. 

2950 Hempstead Turnpike 287 Post Avenue 

Levittown, N. -Westburyv~NvY-;--11590 











